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AGRICULTURAL COMMODITY DISTRIBUTION 
ACT OF 1987 



WEDNESDAY, MARCH 18. 1987 

House of Representatives, 
Subcommittee on Domestic Marketing, 

Consumer Relations, and Nutrition, 

Committee on Agriculture, 

Washington, DC. 
The subcommittee met, pursuant to notice, at 1:30 p.m., in room 
1310, Longworth House Office Building, Hon. Leon E. Panetta 
(chairman of the subcommittee) presiding. 
Present: Representatives Olin, Emerson, Schuette, and Herger. 
Staff present: Phillip L. Fraas, counsel; Francie Monaghan, clerk; 
James A. Rotherham, Liz Turner, Anita R, Brown, and Lynn Galla- 
gher. 

OPENING STATEMENT OF HON. LEON E. PANETTA, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 

Mr. Panetta. The Subcommittee on Domestic Marketing, Con- 
sumer Relations, and Nutrition is in session for the purpose of con- 
siderii^ H.R. 1340, the Agricultural Commodity Distribution Act of 
1987. 

This l^slation, which I have introduced along with Chairman 
de la Garza, the Honorable Ed Madigan, who is the ranking minor- 
ity member on the full committee. Bill Emerson who is ranking mi- 
nority member on the subcommittee, the Honorable Thomas Foley, 
majority leader, Tony Coelho, Jim Jeffords, and a number of 
others, is aimed at improving the Commodity Distribution Prccram 
that is currently operated by the U.S. Department of Agriculture. 
H.R. 1340, the act that we are currently considering, seeks to im- 
prove the program by making it more efficient and responsive to 
farmers and the recipients it serves. 

For more than 50 years now, the U.S. Department of Agriculture 
has helped stabilize our agricultural industry by removing surolus 
foods from the marketplace and donating them to a number of nu- 
trition programs, the lai^^est of which is the school lunch program. 
The commodity purchase and distribution program has allowed us 
to provide our school children and other eligible recipients with 
wholesome and nutritious meals and, at the same time, to assist 
our nation's farmers. 

It has really been, I think, an outstandii^ pn^ram. It serves two 

very important purposes: removing surpluses which helps our 

farmers and delivering good food to our children. Last year, USDA 

(1) 
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donated approximately $1 billion of a wide variety of surplus com- 
modities that were used to feed more than 24 million children in 
this country. 

This food is acquired by the Department under three legal au- 
thorizations at the present time; section 416 of the Agricultural Act 
of 1946, section 32 amendments to the Agricultural Adjustment Act 
of 1935, and section 6 of the National School Lunch Act. 

Section 32 purchases are used to purchase surplus perishable, 
nonprice support commodities such as fruits and vegetables, and 
meat and poultry products. The purchases are financed from 30 
percent of the annual duties imposed on U.S. imports. 

As important as the commodity distribution program is, the 
problem at present is that it needs some repair. For almost a 
decade now, it has been the subject of growing criticism and contro- 
versy. 

In fact, in the 1981 agricultural appropriations bill, the Secretary 
of Agriculture was instructed to conduct a 3-year pilot program in 
some 60 school districts comparing the efficiency of the USDA com- 
modity distribution program to the commodity letter of credit, the 
so-called CLOC, approach or an all-cash assistance type of ap- 
proach. Under the CLOC system, the Department would not pur- 
chase or distribute commodities, but would rather distribute a com- 
modity specific, almost food stamp-like letter of credit. Participat- 
ing institutions would then redeem the coupons for the specified 
foods at a local wholesaler or food processor. 

At the conclusion of the pilot project, the Department announced 
that the existing commodity program worked better than either of 
the alternative systems when all of the Federal policy goals were 
considered. Nevertheless, to ensure sufficient time to assess the 
impact and the effectiveness of these other alternative approeiches, 
the Food Security Act of 1985 extended these pilot projects through 
June 30, 1987. 

The Department found that the existing program provided sig- 
nificantly more food to the school lunch progreun and greater as- 
sistance to farmers. It also found that the zilternative systems were 
less effective in addressing localized surplus commodity and mar- 
keting problems. 

However, this review also showed that significant improvements 
could be made in the existing commodity distribution program. 
Users of the pn^am continue to cite significant problems witii the 
program. For example, they argue that the commodities are incon- 
sistent in quality, that they are not packaged in usable forms and 
sizes, that they are not delivered on a schedule that coincides with 
the academic year, and are not eeisily replaced when delivered out 
of condition. Schools have received deliveries of cheese in May and 
have been forced to store the food throi^h the summer. This is not 
an efficient way to operate a commodity distribution program. 

In an effort to try to improve the progreun, a series of recommen- 
dations were forwarded to USDA in March of 1986 by the Ameri- 
can School Food Services Association and the American Frozen 
Food Association. H.R. 1340 embodies these recommendations and 
has been endorsed by a coalition of more than 25 general farm and 
commodity organizations. 
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The intent of the bill is very simple: to try to make the commodi- 
ty distribution system more responsive to the needs of recipient 
schools and elderly nutrition programs, to the maximum extent 
practicable, while simultaneously meeting the Department's price 
support and surplus removal obligations. 

The bill's primary features include: setting guidelines for intra- 
state distributiona, for example, timeliness and advance notice of 
deliveries, packaging the food in manageable sizes and forms, pro- 
viding recipient agencies with suggested recipes to help these agen- 
cies efficiently use the bulk quantities that are provided in this 
food. 

I understand that Secretary Lyng appointed a Department task 
force, headed by Deputy Secretary Peter Myers, to examine these 
issues and has expressed his support for improving the program. 

This bill is fiscally responsible. It contains no mandatory spend- 
ing provisions. The preliminary estimate by the Ck)ngre8sioneil 
Budget Office is that discretionary spending would be less than 
$500,000. I am confident that the Department of Agriculture will 
be able to absorb this cost within the appropriations that are al- 
ready provided. 

It is important that we make every effort to improve this pro- 
gram and provide a proper statutory base to implement these rec- 
ommendations. H.R. 1340 is the end result of a long and credible 
effort to improve the commodity distribution program by organiza- 
tions that use the program on a daily basis. 

If we do not act promptly to address the problems that have been 
identified, there may be temptation in some quarters to simply 
eliminate this very importfint program. That would do damage not 
only to the farm community but to students and children that are 
served by this program. I believe the improvements that are in 
H.R. 1340 deserve very serious consideration eind should be imple- 
mented to the quickest extent feasible. 

The purpose of this hearing is to hear the views of a number of 
organizations regarding this legislation so that we can then pro- 
ceed to a markup within the next few weeks and try to move this 
legislation as quickly as possible so that we can put these recom- 
mendations in place and, therefore, improve the effectiveness of 
what I think is a very important program. 

We have seen commodity distribution programs used under the 
TEPAP program with regard to the poor. I think there is a growing 
understanding of the importance of the administration and the 
Government making use of these surpluses in a meaningful way, 
and this is the way to do it. You buy up these surpluses and give it 
to needy people, elderly citizens, or children. That, in anybody's 
book, makes a great deal of sense. 

For that reason, it is important for us to try to ensure that this 
program does work and is effective. 

[The prepared statement of Mr. Emerson and H.R. 1340 follow:] 
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STATENeirr op the honorable bill eneitsoit 



SUBCOHHITTee ON DOMESTIC MARKETIKG, 
CONSUMER RELATIONS AND NUTRITION 



March IS, 19S7 



niank v«u Mr. Chairsan. Our haaring t«dav will focua on 
H.R. 1340, a bill Intraducad by the Chalrun. This bill, which I 
•nthuaiafltlcallv ca-Bpansar«d, is aiaad at invravina th« 
adainiBtratian of tha Departaent af Agriculture canaadity 
danatlon praqraa. 

The csanadity danatian pragraa, adainistarad by the USDA, is 
an extreaelv lapartant pragran. Thrauah It, surplus ccnnndities 
are nade available te several different proaranB including the 
schaal lunch pregraa and the nutritian preqraas far the elderlv> 
In all, over $2 billian af cannaditias hav« baen nada available. 
These canmeditiaa range frem cheese and butter te applesauce, 
earn and petataes. Many af the arganiiatians receiving these 
cenmadltias recegniie tha Importance af the cannedities in 
adnlnlBterinq their prograas. In fact, in Missouri the Schaal 
raed Service Asaaciation sponsors « Missouri Farm Products Heek. 
This year It was held fron Fobruary 8th thraugh the 14th and aany 
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schaols planned their menus based an Hlssauri -produced 
aaricultural products.. Such action not only recognizes the 
Importance of Hissouri-praduced foods but the importance that 
USDA commodities have In the schoal lunch prooraw- 

The bill before us today seeks, to improve the commodity 
donatlan proQram by makina It more efficient for those 
orqanltatlons receiving commodities as well as insuring 
utllizattan af surpluB USDA commodities. Th* bill seeks to 
Imprav* the cammodity donation program in the areas of the 
quality of the commadity through such means as field testing, t 
distribution methods used to get the commodities to the various 
schaol districts and the replacement af stale or spoiled 



ixious to hear from the Department and aur other 
I this issue. I am aware that Secretary Lyng has 
established a task force within the USDA on methods to impreve 
their commodity purchase and distribution activities and that tt 
Secretary believes this bill warrants careful consideration by 
the 100th Congress. 
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H.R.1340 



To improve the idnunutratioii of the Department of Ajrioulture Commodity 
diBtribution activities, and for other purposes. 



IN THE HOUSE OP EEPRESENTATIVBS 

Mabch 3, 19B7 
Mr. Fanitta (for himwlf, Mr. db la Qaxba, Hr. Uasioan, Mr. Ehbbbon, Mr. 
FoLET, Ht. Coblho, »nd Hr. Je^vobdb) introduced the foUowing bill; 
which wu referred to the Committee on Agriculture 



A BILL 

To improve the administx&tion of the Department of Agriculture 
commodity distribution activities, and for other purposes. 

1 Be it enacted by the Senate and House of Repreaenta- 

2 tivea of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Agricultural Commodity 

4 Distribution Act of 1987". 

5 STATEMENTS OF POLICY AlfD PUBPOSB 

6 Sbc. 2. (a) It is hereby declared to be the policy of 

7 Congress to support, as provided for in this Act, Department 

8 of Agriculture programs for the distribution of agricultural 

9 commodities as an effective means of removing agricultural 
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1 surpluses from the market and providing nutritiouB foods to 

2 food assistance agencies. 

3 (b) It is the purpose of this Act to improve the maimer 

4 in which agricultural commodities acquired by the Depart- 

5 ment of Agriculture are distributed to food assistance agen- 

6 cies, the quality of the commodities Uiat are distributed, and 

7 the degree to which tliis distribution responds to the needs of 

8 such agencies. 

9 AMENDMENT TO THE AOBICULTDEB AN© POOD ACT OF 

10 1981 

11 Sec. 3. Section 1114 of the Agriculture and Food Act 

12 of 1981 is amended by— 

13 (1) redesignating subsections (b), (c), and (d) as 

14 (c), (d), and (e) respectively; and 

15 (2) inserting after subsection (a) a new subsection 

16 as follows: 

17 "(bKl) In the case of agriculturai commodities and food 

18 products acquired by the Department of Agriculture through 

19 its price support and surplus removal operations that are do- 

20 nated for use liy schools, school food service authorities, and 

21 nutrition programs for the elderly authorized by Federal law 

22 to receive Such commodities and products (referred to in this 

23 subsection as 'recipient agencies'), the Secretary of Agricul- 

24 ture shall— 

25 "(A) develop specifications for the agricultursJ 

26 commodities and food products donated by the Secre- 
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1 tary that ^ will ensure, to the maximum extent practi- 

2 cable, that the commodities and products are of die 

3 quality, size, and form most usable by recipient agen- 

4 cies, and (ii) are, to the maximum extent practicable, 

5 consistent with the Dietaiy Guidelines for Americans 

6 published by the Department (rf Agriculture and the 

7 Department of Health and Human Services; 

8 "(B) make available the specifications developed 

9 under subparagraph (A) to State agencies responsible 

10 for intrastate distribution of donated a^cultural com- 

11 modifies and food products to recipient agencies; 

12 "(O to the m^TimHm extent practicable, make 

13 agricultural commodities and food products donated by 

14 the Secretary available in package sizes and forms 

15 requested by recipient agencies; 

16 "(D) develop and implement an ongoing testing 

17 program, for existing and anticipated agricultural com- 

18 modity and food product acquisitions, to determine 

19 their acceptability with persons participating in pro- 

20 grams operated by recipient agencies, and take the re- 

21 suits of this testing program into consideration in de- 

22 ciding the type and form of agricultural commodities 

23 and food products to be donated for use by recipient 

24 agencies; 
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1 "(E) provide recipient agencies with suggested 

2 recipes for the use of agricultural commoditieB and food 
S products and update these recipes on a regular basis to 

4 take into consideration changes in the dietary guide- 

5 lines for Americans relating to the agricultural com> 

6 modifies and food products available to the Secretary 

7 for donation; 

8 "(F) to the iniiTitTiiim extent practicable, develop 

9 and implement schedules for distribution of donated ag- 

10 ricultural commodities and food products that are con- 

11 sistent with the needs of recipient agencies; 

12 "(G) set guidelines for intrastate distribution of 

13 donated agricultural commodities and food products (re- 

14 lating to such matters as timeliness of deliveries, ad- 

15 vance notice of delivery, and frequency of such distri- 

16 butions) and monitor the manner in which State agen- 

17 cies responsible for intrastatfi distribution cany out 

18 such distribution; 

19 "(H) establish the value of agricultural commod- 

20 ities and food products donated by the Secretary for 

21 use by State agencies in determining the extent to 

22 which donations meet requirements set by Federal law; 
28 and 

24 "(I) provide, by regulation, for — 
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10 



5 

1 "Q approval of reasonable intrastate fees 

2 charged recipient agencies by State agencies re- 
8 sponsible for intrastate distribution of donated 

4 agricultural commodities and food products, 

5 "(ii) minimvin) performance standards to be 

6 followed by State agencies responsible for intra- 

7 state distribution of donated agricultural conunod- 

8 ities and food products, 

9 "(iii) procedures for allocating agricultural 

10 commodities and food products among the States; 

11 and 

12 "(iv) delivery schedules for donated agricul- 

13 tural commodities and food products. 

14 "(2KA) Agricultural commodities and food products re- 

15 ceived by recipient agencies that are stale, spoiled, or similar- 

16 ly not in compliance with the specifications developed under 

17 subparagraph (IHA) shall be replaced under procedures es- 

18 tablished by ^ Secretaiy. Such procedures shall include a 

19 requirement for prompt notification to the State agency re- 

20 sponsible for intrastate distribution of donated agricultural 

21 commodities and food products by a recipient agency receiv- 

22 ing commodities or products that are stale, spoiled, or simi- 

23 larly not in compliance with the specifications developed 

24 imder subparagraph (IMA). 
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1 "(B) The Secretary shall monitor the condition of agri- 

2 cultural commodities and food products designated for dona- 

3 tion that are in Department of Agriculture storage to ensure, 

4 to the maximum extent practicable, that reasonably accepta- 

5 ble quality is maintained. 

6 "(3KA) Within six months after the date of enactment of 

7 the Agricultural Commodity Distribution Act of 1987, the 

8 Secretary shall promulgate regulations required under sub- 

9 paragraph (IKI) and such other regulations as are determined 

10 necessaiy to implement this subsection. 

11 "(B) Where appropriate, such regulations shall provide 

12 for nationally uniform implementation of this subsection. 

13 "(4KA) Notwithstanding any odier provision of law, the 

14 Secretary shall establish an advisory council on the distribu- 

15 tion of agricultural commodities and food products donated by 

16 the Department of Agriculture to recipient agencies. The ad- 

17 visory council shall be composed of not less than nine persons 

18 and include representatives of recipient agencies, food proces- 

19 sors, and agricultural organizations. The adviaoiy councU 

20 shall meet at least semiannually with appropriate Depart- 

21 ment of Agriculture officials and provide guidance to the 

22 Secretaiy on regulations and policy development. 

23 "(B) The advisory council shall terminate on Septem- 

24 ber 30, 1992.". 
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Mr. Panetta. Our first witness is the Honorable John Bode, As- 
sistant Secretary for Food find Consumer Services from the U.S. 
Department of Agriculture. 

Aa always, your testimony will be included in the record, and 
you may summarize or extemporize. 

STATEMENT OF JOHN BODE, ASSISTANT SECRETARY, FOOD AND 
CONSUMER SERVICES, U.S. DEPARTMENT OF AGRICULTURE, 
ACCOMPANIED BY EDDIE KIMBRELL, DEPUTY ADMINISTRA- 
TOR, AGRICULTURAL MARKETING SERVICE; ROBERT SINDT, 
DEPUTY ADMINISTRATOR, AGRICULTURAL STABILIZATION 
AND CONSERVATION SERVICE; GEORGE A. BRALEY, DEPUTY 
ADMINISTRATOR, SPECIAL NUTRITION PROGRAMS, FOOD AND 
NUTRITION SERVICE 

Mr. Bode. Thank you, Mr. Chairman. I would like to do that, 
particularly since so many of the points made in my testimony are 
essentially the same as those you made in your opening statement, 
and this is a subject on which I believe there is a good deal of 
agreement the Department has with the views you have expressed. 
We feel it is very important, in summarizing, that the duEil objec- 
tives of this program are recognized. This is a prc^ram of assist- 
ance to American agriculture and America's children, America's 
needy, and America s elderly and assistance that is provided to 
them through the commodity programs. 

The study that was done you have alluded to. If I may, 1 would 
like to elalmrate on one point made in my testimony just so there 
is no misunderstanding, and if I might have permission to expimd 
on what was written in my testimony for the record just so there is 
no misunderstanding. 
Mr. Panetta. Sure, without objection. 

Mr. Bode. We feel that a significantly larger amount of food is 
available through the commodity purchase and distribution pro- 
gram to the schools that puts more food on the table for America's 
children. The Department has, based on data collected through the 
study, projected that is in the $100 million range, a significant 
amount of money that was not from the study itself but Depart- 
ment analysis based on data collected in the study. 

With respect to the legislation that you have referred to already, 
the Department is appreciative of that legislation and your efforts 
as well as the efforts of the American School Food Service Associa- 
tion and the National Frozen Food Association and others who 
have set about to improve the operations of this program. We feel 
the commodity purchase and distribution program is workitu; 
better now than it ever has, and it is certainly better than the al- 
ternatives that have been discussed, but it certainly can be done 
even better. 

It is with that objective in mind that Secretary Lyng has charged 
the Deputy Secretary, the agency heads for the three agencies con- 
cerned, and the under and assistant secretaries concerned with op- 
eration of the program to get together and, as was pointed out to 
me before the hearing, complete the most extensive review of the 
system that has occurred in 20-some years to determine how we 
can make this system work better. 
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That work is focusing on issues like delivery and ordering, qual- 
ity of food, and communications. Communication is very important 
to this efTort. 

We appreciate your legislative proposal. We certainly don't have 
objection to the legislation. We have a few concerns that are men- 
tioned in the testimony, but they are not things that I think war- 
rant discussion now. But we appreciate your efforts and the efforts 
of others to work with ub and improve this system. 

I £im pleased to be joined today by George Braley from the Food 
and Nutrition Service, Eddie Kimbrell from the Agricultural Mar- 
keting Service, and Bob Sindt from the Agricultural Stabilization 
and Conservation Service, the three agencies that work with com- 
modity purchase and distribution, so that we might, as fully as pos- 
sible, respond to your questions. 

[The prepared statement of Mr. Bode follows:] 
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TESriKSff OF JOHN W, BOCE 

ASSISTNir BBSEaSX FDR RXX) AND CDKEUFER SQVtCES 

U.S. BEPARnENT CP JGRIOJLIURE 

BEFORE IBE 

COTESriC KMtKETIH;, aXSOVER RELATIONS, 

AMD wnaTssn suBosvarrEE 

BOISE AGRJOILTURE OWnTEE 
Hacrt) 18, 1987 

Hi. QiainiiBni and nenbers of the Subconnittee, it Is a pleasuie foi ee to 
appear before you today to pcesent the Adninistration' s views concecing H.R. 
1340 and the camodity program In gereral. Since the Great Depression, a 
half century ago, the United states Department of Agriculture (USCA) has been 
providing food to echools to help than pcepare nutriticus, low cost seals for 
the [fction'B stiiool diildren. For all those years, donated focds from USDA 
have been an essential ingredient in the recipe ttat has made the ttational 
Sdiool LuiK* Program the outstanding success it is today. 

Hot only have those carnnodities helped schools, but their purchase has direct 
benefit for American fanners as well. Through the ccnmcdlty progran, the 
De^artnent is able to intervene and purchase food when mirkets are 
depressed. Iliis helps the fanner by increasing demand for products in order 
to prevent further pcice declines. 

nK fact that the caninDditv program has successfully fulfilled its di^ 
objectives of helping schools and farners for many years makes it a program 
worth keeping. Howevei> in order to keep it effective, we agree with the 
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e the progcan thocou^y to ate If it can be lir^ared, updated 
or othecwise dianged to make It work even better. USm is camitted in its 
effects to more efficiently operate this vital progcon. 

Let DE spEftk briefly about a multi-year stud^ in the ttational Sdiool Lunch 
Program that ccmpared coirarodities to two alternatives — cash and letters of 
credit, nie cash systoi simply replaced USDh food with cash assistance. 
Under the letter of credit alternative, sduiole received ccnoDodity letters of 
credit (OiX's) i4ildi were redeened for oectaln typ«s cf foods. 

The study, whldi was nsndated by CoiKicese, began in the 1981-82 sdiool year 
and ended In the 1S84-B5 school year. Bcwever, Congress has allowed 
participating ca^ and CLOC sites to continue their current node of receiving 
coDsiodit^ assistance witil June 30t 19BT. 

Without a doubt, the study was one c£ the largest pilot projects ever 
conAicted ty the Food and Nutrition Service. It was conducted in 96 school 
districts in 39 States, and it affected 825,000 children — one of every 50 
in the comtcy. 

E^rly last year, the Department published the findings cf the study, and I'm 

h(q;iy to say that the results do not support a change frcn the current 

Gomnodity distribution Eystoa. 

Here's wtat the study concluded briefly: 

o CcnEared to the cash and O/X alternatives, the present comrodity 
Fiogram provides more food to the luncii program. Based on i^ta 
collected in the OiOC study, we concluded that, under the current 
distribution program, the narket value of the camnodities annually 
donated to sdiodls could be as inuc± as SlOO million more than the 
federal subsidy provided on th« alterrative systems.* 
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o nie flexibility of the cash and CLOC Bystens allowed school dietiicte 
the ofportunity to purctiaae more processed, ready-to-eat products, 
nwiefote, under the alternative eyEtBiiE, a hic^er portion of the 
Federal food dollar was spent on processing with less food expenditures 
going directly to the fanwr. 

o Cash and CLOC sites> by purci^asing more processed [xoducts, decreased 
the amount of caranodities temoued frem the narket, and thus reduced the 
use t£ several key connnodities such as beef and chicken. 

Nhile the study supports the ccntlnuation <£ the ccnmodity ptcgrami it did 
contain a nwcter of suggestions for Inprcvenent. llie ftnerlcan Sc^)Ool Foed 
Service Association todc these study findingE and, utilizing their own 
operating experiences, undertook a najor review cf the uuimijdity program. 
(forking with the tbtional Frozen Food AssociatioHi the Anerican School Food 
Service Association issued a no-holds-barred report <x\ its concerns about the 
coranodity program as it currently operates. "Ox report told us that our 
custoners wanted better quality food, a more reliable delivery and ordering 
system, and a better coimunitaticns systeni. Since receiving this tfport, the 
Department has teen very seriously addressing each and wery recatmerejation. 

Secretary Lyng met with the leader^ip fron the Anerican School Food Service 
Association so that he could perscnally hear their concerns. The Secretary 
has established a task foroe to get all the parties in the DepertJiiKit 
together who can mke the oonmodity distribution program even more respcHisive 
to the needs of s^iools and other recipient agencies. Ttat task force is new 
reviewing all aspects of the USDh ccrvcdity progron, particularly those areas 
highlighted ty the Anerican School Food Service report. 
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The task force is chaired t^ Deputy Secretary cC Agricultuiei Peter Hyecs, 
and it lAcludes the adnlnietratocE and deputy adnlnistrators at the agencies 
that hove scnething to do with the ccnncidity distribution pcogm and the 
aasietant or under secietariee for eadi of these agencies. 

Hie task force has nearly conpleted its work. He will be reporting back to 
Secretary Lyrg shortly. 

Another area of ooncem expressed fcy the flirerican Sdiool Food Service 
Association Is inocrsistent service an>ng State commodity programs. 
Regardless of how well USDh does its job, local sdwol districts, as well as 
other outlets, depend on the State distribution ^sten to provide then with 
good service at a reasonable cost. "Oie Aicerican SdxxH Food Service 
Association's cannents and our own studies have shewn wide variation in 
quality at service, charges for service and mount c£ information presided 
among the States. This is a serious probloi and one which the National 
Association of- State Agencies for Food Distribution has agreed to work on 
with the Anerican School EV^od Service Association and USDA. this very week, 
we are hosting a meeting among representatives froti the American School Food 
Service Association, the tbtional Association of State Agencies for Food 
Distribution and USDA to begin the difficult process cC writing stan^rds of 
practice for State food distribution programs. ItiiE is the first time such a 
meting has been held and I believe that it is a significant st^ toward 
consistent, well run food distribution prograrre throughout the 50 states and 
territories. 
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Row let m turn to tha legislation you ax* Goraideiing. H.R. 1340. In 
ganecal, the Daiactmit does not object to tbe pcwisions contained in thix 
bill. Hi do think that the authority and fleiibUlty provided the Secretary 
in Section 32 should be lelntained eo that agricultural objectives can 
continue to be tnet successfully. Boweuer, we have one concern. 

Qte conoem relates to Section 3, 4iidi requires a field testing pcograa for 
Ecoduct acceptability with pacticipants. OSCA currently nakes arall 
purdiBses cf new itans and field teste than on a limited basis. Ihis syBtem 
has permitted USU to introduce new products at a lelatively lew coet and in 
an expeditious manner. HC are working to nUie the ^stan tetter throu^ the 
task force tnentioned abcwe. In^ementlng the procedures required by this 
bill would Increase costs and delay the introduction of iww products. He, 
therefore, recomend deletion of Section 3. 

Ihank you for the oRJortunity to exfress the Depertnent's views on this 
iiqportant piece of legislation and our related activities in this area. I an 
greatly encouraged with the interest in cainnodities shown ty the Congress, 
all tarts of USDR, the taerican Scho<il Focd Service Association, the State 
camodity directors and focd producers and processors. Working together we 
are in a position to set the stage for the continued successful OEcration of 
the camnodity purdicise and distribution syatan into the 1990'G and beyond. 

* Ihis estimte is obtained hy icultiE^ying the two cent per meal differential 
in the norket value of the entitlement cawnodities reported in the study by 
the estiiTBted nunber of meals served (4.9 billion) including lurches, 
breakfasts, and ala carte sales. Ihis estinete as6un«s that the study 
findings can be generalized to the Nation as a whole. 
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Mr. Panetta. Could I hear general comments from each of the 
agencies that have worked with the program? You have looked at 
the bill. What ia your general reaction to the recommendations 
that are contained here? 

Mr. Braley. Mr, Chairman, the Food and Nutrition Service is 
comfortable with the provisions of the bill. Again, with one or two 
minor exceptions, that I think, Mr. Bode's official testimony high- 
lights, we feel it is a very workable piece of l^islation that will 
mesh nicely with the efforts we have all undertaken to bring about 
some improvements in this program so that it will be a viable pro- 
gram for now and well into the future. 

Mr. KiMBRELL. Yes, Mr. Chairman. The Agricultural Marketing 
Service, I think, is very appreciative of the bill. If there ia anything 
that will improve the communication between the user agencies 
and our agency, we think it would be advantageous. We are very 
happy to see this bill which will focus on some of the problems in 
the communications scheme as well as the actual commodities. So, 
we do appreciate also the bill from that standpoint. 

Mr. SiNDT. Mr. Chairman, on behalf of the Agricultural Stabiliza- 
tion and Conservation Service, I would just echo the comments of 
the other panel members. We feel that any improvement in the 

Erogram is something that we are sUways striving for. We want to 
ave a program that we feel we should be proud of and is some- 
thing that the Department can be duly proud of and service the 
people to the maximum extent possible. 

I think in coordination with the efforts of the task force and the 
provisions of the bill that are ceilled for, we will all be able to move 
forward constructively. 

Mr. Bode. Mr. Chairman, if I may, I know you are very sensitive 
and knowledgeable of how bureaucracies sometimes work, and Sec- 
retary Lyng has made it very clear to all of his agencies at the De- 
partment of Agriculture that he intends for this program to work 
as well as we can possibly make it work. I don't think we have had 
a time in the operation of the program that I know of, from person- 
al experience or talking with others who have been around it 
longer, when the programs £ind the three agencies have worked as 
well together. Secretary Lyng's statements have made it very clear 
that such cooperation is expected, and we will be doing that. 

Mr. Panetta. I don't recollect it, either. I am really pleased to 
see the unity on this issue, because I think it is one that is impor- 
tant to everybody and, for that reason, I really do appreciate the 
agencies working together in trying to deal with these concerns. 

I better go ahead and ask this, because I am sure it is the kind of 
issue we are going to have to deal with, but in terms of the pilot 
programs and the whole issue of the commodity distribution pro- 
gram as it presently works versus a commodity letter of credit pro- 
gram, I would be interested in what, in your views, would best 
serve this particular program in terms of viewing those various al- 
ternatives that have been tested, 

Mr. Bode. We feel the present commodity pn^ram is improved 
with the improvements that are underway, and I think we will 
never reach a time when we have improved things so that they are 
perfect, but this present system is clearly superior, in our view, to 
the alternatives of cash or letter of credit. 
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Cash has none of the specialized benefits to Americein ^ricul- 
ture that are intended. Of course, the commodity system over the 
alternatives does put more food on the table. The letter of credit 
system also is characterized by increased levels of processing. 
There is also more sodium in the food that is actually served. Fi- 
nally, the record keeping under a letter of credit system simply 
would not be such as to assure that its objectives of providing as- 
sistance to American agriculture would be there. We have some 
very real concerns about that. 

We think sometimes there is a tendency to compare this reality 
of our commodity purchase and distribution system with its 
strengths and also its shortcomings, with the dream of what a na- 
tionwide alternative would look like but not recognizing that the 
Etltematives in implementation would likely experience some short- 
comings as any idea does. 

So, we feel that, clearly, the commodity system is what we 
should commit ourselves to with its dual objectives and work hard 
to make it operate as well as possible. 

Mr. Panetta. Good. 1 appreciate that comment with regard to 
that aspect. 

John, let me just aak you, do you agree with the costs that we 
have? Are they roughly in the right ball park and are they some- 
thing that could be absorbed under present appropriations? 

Mr. Bode. We don't think there would be major costs associated 
with the bill. 

1 should say, too, that we are eeigerly pursuing a number of nuts- 
and-bolts alternatives that might enable us to better operate the 
program. 

Mr. Panetta. OK. The task force under Peter Myer— is that still 
on-going? 

Mr. Bode. Yes, sir. I participate in that task force. So do each of 
the gentlemen at the table. We have all been participating in that. 

Mr. Panetta. Thank you all very much. There really isn't a lot 
of debate here. I think we all share the same goals on this issue. 
Hopefully, we can work together to try to get this legislation out as 
soon as we can. 

I appreciate all of you taking the time to come up and testify, all 
of you. 

Mr. Bode. Thank you, Mr. Chairman. 

Mr. Panetta. Thank you very much. 

The first panel of witnesses includes Thelma Becker, president of 
the American Food Service Association. She will be accompanied 
by Ms. Shirley Watkins, director of food services from the Memphis 
City School District; and Ms. Mary Klatko, supervisor of cafeteria 
operations in Howard County, Maryland. 

We also have Or. Lewis Smith, president of the National Associa- 
tion of State Agencies of Food Distribution, Fairfax, Virginia; and 
Mr. Nevin Montgomery, president of the National Frozen Food As- 
sociation, Washington, DC. 

Your prepared statements will be made part of the record and 
inserted immediately following your oral presentation. You -can 
either read from it or summarize it as you wish. 

Mrs. Becker, you may proceed. 
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STATEMENT OF THELMA BECKER. PRESIDENT, AMERICAN 
SCHOOL FOOD SERVICE ASSOCIATION, AND DIRECTOR, FOOD 
SERVICE, SOUDERTON AREA SCHOOL DISTRICT, PA, ACCOMPA- 
NIED BY SHIRLEY WATKINS. DIRECTOR, FOOD SERVICE, MEM- 
PHIS, TN, AND MARY KLATKO, DIRECTOR, FOOD SERVICE, 
HOWARD COUNTY, MD 
Mrs. Becker. Good afternoon, Mr. Chairman. 
My name is Thelma Becker, and I am president of the American 
School Food Service Association and the director of food service to 
the Souderton Area School District in Souderton, Pennsylvania. 
With me this afternoon is Shirley Watkins, the director of food 
service in Memphis, Tennessee, and the chairman of our ad hoc 
task force that has been studying the commodity dietribution pro- 
gram. Also with me is Mary Klatko, the chairman of the public 
policy and legislative committee, and the director of food service in 
Howard County, Maryland. 

We are delighted to have this opportunity to testify before you 
this afternoon and to share with you our thoughts on H.R. 1340, 
the Agriculture Commodity Distribution Act of 1987. 

The American School Food Service Association is a nonprofit as- 
sociation of almost 60,000 members. We are the public employees 
that administer and staff the Federal child nutrition programs at 
the State and local level. Approximately 90,000 schools throughout 
the country participate in the National School Lunch Program 
serving 24 million children a day. 

On behalf of ASFSA, it is my pleasure to express our strong sup- 
port for, and endorsement of, H.R. 1340. In our opinion, it is an ex- 
tremely important piece of legislation, aa it will help us better 
serve the nation's children. 

, Mr. Chairman, I think it is safe to say that the legislation before 
us today would not be considered a "sexy" bill. It will not greatly 
expand the size of the Federal feeding programs; it does not seek 
an appropriation of funds. Nevertheless, our association is givii^ 
this legislation the highest possible priority. 

The USDA commodity distribution program is badly in need of 
reform. While ASFSA has a policy position in support of the USDA 
distribution program, I would be less than candid with you if I did 
not say that there were members within our association who feel 
the commodity distribution program is so poorly administered at 
the Federal and State level that it should be abandoned in favor of 
an alternate system. 

There have been congressional hearings on this program, a 3- 
year congressionally-mandated USDA pilot study of alternatives to 
the program, and our association, working with others outside the 
association, has forwarded to USDA extensive recommendations for 
improving the program. 

At the same time, on May 14, 1986, a number of individuals an- 
nounced the creation of an Association of Schoob for an Alterna- 
tive to Commodities. A copy of the application form is attached as 
part of our testimony. 

With this background in mind, members of the American School 
Food Service Association had the opportunity to visit with various 
officials of the Department to discuss the recommendations that 
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were forwarded. One of the observations that we made as a result 
of these meetings with USDA was that the commodity distribution 
program did not have the statutory base common to the other food 
tuid nutrition programs. Without a proper statutory base, in our 
opinion, it will be difHcult, if not impOBsible, for the Department to 
address many of the administrative deficiencies that have been 
identified, and to assure proper and consistent administration of 
the program from State to State. 

There have been references here today, and in many other 
forums, to the shortcomings of the commodi^ distribution pro- 
gram. What specifically are we talking about? What is creating 
such a fuss? 

Simply stated, Mr. Chairman, the commodity distribution pro- 
gram has been run to maximize the agricultural purposes of the 
program with, at times, almost a complete disregard for the needs 
of the recipient agencies. Commodities arrive in May that must be 
stored in cold storage all summer long until school opens in Sep- 
tember. Commodities will arrive, sometimes an entire rail car of 
commodities, on 24 or 48 hours notice, which leaves you without 
any time to arrange for storage. Commodities will arrive out of 
condition or simply spoiled, and schools do not know what rights 
they have to exchange the commodities or how to do so. 

Some States charge local school districts an exorbitant amount of 
money for the intrEistate distribution and handling of commodities. 
Some States do not charge local school districts anything for such 
services. It is the only Federal program that we are aware of which 
provides over $1 billion in Federal support yet does not require a 
State plan of operation, has no Federal performance standards, and 
generally leta State commodity directors operate with complete au- 
tonomy and lack of supervision. 

At this time, Mr. Chairman, if you will permit me, I would like 
to have my colleagues give some descriptive situations that we 
would like to share with you as our concern of the existing com- 
modity program. 

Mr. Panetta. Sure. 

Mrs. Becker. Mary Klatko. 

Ms. Klatko. Mr. Chairman, at the local level over the last few 
months, I have asked the question, where's the beef? We were told 
in the summer that we were going to have enough beef to last us 
throughout the school year. 

We get our allocations three times a year, but the allocations are 
supposed to come on a scheduled time. When the November sched- 
ule wtis due, I did not receive the beef, I am getting it now. This is 
March. I will get my second and my third allocation basically to- 
gether. So, by June, I will not have used that beef, and I will incur 
a storage charge over the summer to hold it until the beginning of 
next school year. In the meantime, I had to buy beef to last me 
through that several months' period of time. 

A second example I would like to cite is quality provisions of the 
food. Children these days are very astute as to the things that they 
eat, and they will not eat a poor quality food. 

A specific example is chicken nuggete. We have been used to pur- 
chasing a white meat nug^t for the school system. We received 
whole bird nu^ets from tJSDA, and those nuggets are totally un- 
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acceptable to the students. The comment that I hear is, "it looks 
like grey matter." I can no longer serve them. They are an extrud- 
ed product. They have been pressed, and the students absolutely 
refuse to eat on the days we have chicken ni^gets unless I serve 
them a purchased nugget. 

So, that particular instance in quality control leaves me wonder- 
ing if we couldn't tighten up our specs and get into field testing 
with students. Had we known that the students would not accept 
these, I am sure we would have bought a different type nugget. 

We also have quality control problems in things like cheese that 
doesn't melt, in canned peas that are so mushy when they go on 
the steam table they come out like pea soup. 

Mr. Panetta. Did you say cheese that doesn't melt? 

Ms. KiATKo. Cheese that doesn't melt. You can't make a grilled 
cheese sandwich with cheese that doesn't melt. 

Mr. Panetta. You could use it to build a school. 

Ms. Klatko. Hold walls together, anyway. 

We received some Hour that was tested because it wouldn't rise. 
It was lacking in gluten. We received spaghetti and macaroni that 
made a peiste. It completely fell apart in the steam kettle. We re- 
ceived canned beef that had sinew, gristle, and fat in it which stu- 
dents find extremely unacceptable. 

So, I am saying that, at the local level, we are trying to serve a 
quality product, and we need the help of someone to make sure 
that we do have quality products to serve students. 

Thank you. 

Mr. Panetta. Thank you very much. 

Mrs. Becker. I would like to continue. 

Mr. Panetta. Sure. Go ahead. 

Mrs. Becker. If this committee and the Congress were to allow 
the situation to continue, I am afraid that our historical support 
for the commodity distribution program will simply not be there in 
the future. We understand that the needs of the recipient agencies 
must be reconciled with the agricultural purposes of the progreun. 
What we object to, Mr. Chairman, is that the Eigricultural purposes 
of the program have not been meshed with the needs of the recipi- 
ent agencies. 

For too long, the mindset at the Department has been that beg- 
gars cannot be choosy and that the recipient agencies have no right 
to complain. But school food service directors all over the country 
are struggling to run nutrition programs as efficiently as possible 
with less and less Federal resources, and that means that USDA 
must operate the commodity distribution progrtun in a more de- 
pendable and consistent manner. 

Before closing, Mr. Chairman, we would like to go on record in 
favor of two small amendments to H.R. 1340. 

Number one, on page 5, line 1, we would surest strikii^ the 
words "approval of Our State directors would rather have tlSDA 
set the criteria for intrastate fees, without having to approve the 
actual rates. 

Number two, we have told the Education and Labor Committee 
that we would support an amendment grandfathering for a period 
of time the 60 school districts that have participated in the pilot 
project established by the 1981 appropriations bill. This would 
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allow the Secretary to implement the changes in H.R. 1340 before a 
final decision is made on these districts. We therefore make the 
same suggestion to this committee. 

Mr. Chairman, if appropriate at this time, we would like to com- 
mend Secretary Lyng for his personal support and for giving this 
issue the status and prestige of his good ofHce. One of the chal- 
lenges we have faced in trying to address the problems mentioned 
here today is that the responsibility for the commodity distribution 
program is spread over the entire Department of Agriculture with 
different ofUcials having a different piece of the pie. ASCS, AMS, 
and FNS are all key players, but yet they report to different USDA 
officials. When a complaint about a commodity is received by FNS, 
it is not always heard at ASCS. 

With the Secretary's support, however, £md the help of this com- 
mittee, we are more optimistic than we have ever been in years 
before about finally improving the USDA commodity distribution 
program. 

/^ain, Mr. Chairman and members of the committee, we would 
like to strongly commend you for the introduction of H.R. 1340. It 
has our strong and unequivocal support. We urge its speedy consid- 
eration and approval by this committee and the Congress. 

We very much appreciate the opportunity of joining you today, 
and we would be glad to answer any questions. 

[The attachments follow:] 
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. ASSOCIATIO H OP SCHOOLS FOK AW ALTERHATIVE TO COHHODITIES 



On M«y 14tK, 19S6 th* Asaoclation o£ Schools for an Altarnatlva to 
ConmiodltiaB (ASAC) was Coraad to pursue the following goalsi 

SHORT TERM GOAL ; 



LONG TERM COALS ! 

1, TO tnake CLOC an option for all c 



2. To identify those scnool district employess who a 
interested in an alternative to commodity donatic 
school districts 

3. To identify those indlvidi 
school district employees 
furthering the goals of tt 



Ls or organiz 
io are also 1 
group 


ationi 


sted in 
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nutual problB 


onod 


in goals 3 


)t of current 


CLOC 


program 



To help adapt the current CLOC program to enable it to be 
used effectively on a nationwide scale as an option 

To work towards being accepted an an ASFSA Cwnmittee. 



Need more Intornatlon? Please 
Schools, 206-361-4307 or Terrl 
206-S77-2728. 
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Mr. pANETTA. Thank you very much. 

Mb. Watkins, did you have anything you wanted to add? 

Ms. Watkins. No, thetnk you, Mr, Chairman. 

Mr. Panetta. Dr. Smith. 

STATEMENT OF LOUIS SMITH, PRESIDENT, NATIONAL ASSOCIA- 
TION OF STATE AGENCIES FOR FOOD DISTRIBUTION, ACCOM- 
PANIED BY PATRICIA LYNN PHILLIPS, WASHINGTON REPRE- 
SENTATIVE 

Dr. Smffh. Thank you. 

My name is Louis Smith. I am the chief of the Food and Nutri- 
tion Bureau of the Iowa Department of Education. Additionally, 
however, I am presently serving as president of the National Asso- 
ciation of State Agencies for Food Distribution which has as its pri- 
mary constituency those persons responsible for the distribution of 
donated commodities at the State level. 

I would also like to acknowledge the presence of Ms. Patricia 
Phillips seated behind me and to our left who is our Washington- 
based liaison. 

I know of no toceil school food preparation program in my State 
which does not welcome the donated commodities received from 
the Federal Government for use in the school feeding programs. 
This does not mean that the commodity distribution prc^am oper- 
ates without some hitches, that all commodities received are equal- 
ly desirable, or that there is no concern about product packaging or 
delivery schedules. There are. However, on balance, I feel our pa- 
trons are well satisfied. 

In addition, we, as well as many of our colleagues, are located in 
a food producing region where ^riculture is a major part of our 
economy. I think it safe to say that as loi^ as price support and 
surplus removal programs exist, the majority of persons from such 
similarly involved States would support the commodity distribution 
program for no other reason than it still has to be the best way to 
serve the agricultural community, governmental agricultural inter- 
ests, and those of the taxpayer. 

School food services are direct beneficiaries of the surplus com- 
modity program as are other programs such as disaster feeding, 
TEFAP, emd NPE. The commodity program can respond quickly 
and capably to supply surplus food expeditiously and economically 
to large segments of the American population. 

There is great diversification and divided opinion among school 
food programs. It is certain that the commodity distribution pro- 
gram is not viewed as being universally acceptable to all in the 
school food service business. Some large city school systems with 
unique labor problems, complex delivery emd storage procedures, 
and other concerns peculiar to their political £uid economic settings 
have quite different problems than small rural systems. 

It must be taken into consideration that the small systems often 
tend not to have their voices heard at decisionmaking levels. Half 
of the school systems in this country have fewer than 1,000 stu- 
dents enrolled. They operate small kitchens and do a lot of food 
preparation from scratch using basic and minimally processed food 



ovGoO'^lc 



stuffs. But of these smaller systems, undoubtedly, some have many 
of the same concerns as do the larger systems. 

However, it remains my feeling that the vast majority of school 
food programs in this country still support the general concept of 
commodity distribution. But they do not want to have to deal with 
the program deficits which have been recently addressed by the 
American School Food Service Association, among others, and the 
l^slation under consideration speaks to those most pressing con- 
cerns. 

Additional government controls are not generally sought by loceil 
programs, and while there is not uniformity of agreement within 
the industry, I think the general consensus is that if the greater 
good will be served which legislation can address, then such legisla- 
tion should be considered. Such legislation would address discrep- 
ancies in program administration from one State to another. This 
is not to say Uiat all States should operate in a sii^le manner, and 
flexibility should exist to allow States to best serve their own con- 
stituencies in the best possible way based upon local needs and cir- 
cumstamces. 

However, when necessary, such l^slation will give the USDA 
authority to require States to do that which should be done but 
which is not being done or being done improperly. 

Beyond just giving the USDA authority, it will also force the 
USDA to take action which it would not do without a l^islative 
mandate. As an example, if commodity distribution is being carried 
out in a capricious or haphazard manner, a m£indate should be 
present to require procedures resulting in a fair and proportionate 
distribution of a product. State agencies can often be precluded 
from performing certain functions by decisions made beyond the 
sigency. As an example, a State may not be mailing out listir^s of 
commodity values because of a loc£tI economy measure aiTecting the 
number of State agency mailings. Such l^slation could mandate 
such mailings, giving the State no choice if it is to remain in the 
program. 

The executive board of the National Association of State Agen- 
cies for Food Distribution has representatives from each USDA 
region. It has unanimously supported the concept of the commodity 
distribution program and feels that the program is basically sound 
but recognizes that shortcomings need to be addressed. 

H.R. 1340 attempts to address these shortcomings and, in this 
regard, the legislation has been supported by the board of the Na- 
tional Association of State Agencies for Food Distribution. 

Furthermore, the board of the National Association of State 
Agencies for Food Distribution recognizes that some State distribu- 
tion agencies are more effectively operated and respond more posi- 
tively than do others. In this regard, l^e National Association 
board is instigating an outreach pri^ram to assist the USDA in 
providing technical assistance to those local programs needing ad- 
ditional guidance and expertise in performing the distribution 
function. This is seen as a complement to USDA efforts presently 
being made in response to the various concerns which have been 
raised. 

The USDA is seen as respondii^ positively. As an example, a 
task force has been constituted by the USDA and is meeting this 
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week to obtain input on standards of excellence regarding the com- 
modity prt^am. I am also here for that event. This is a first step 
toward the greater cooperation which is needed if the commodity 
distribution program is to be made more workable. 

Much remains to be done internally within the USDA. 

As an example, there appears to be insufficient internal coordi- 
nation between the FNS, ASCS, and AMS. Yet, what each does im- 
pacts upon programs of the other. This must be addressed if many 
of the present problems are to be resolved, but it is quite possible 
to address such issues if policy level decision can be directed 
toward them. 

The USDA can solve those problems with the help which the leg- 
islation provides. Both should be expected to work in tandem to ac- 
complish this end. 

Again, the National Association of State Agencies for Food Dis- 
tribution is supporting this legislation. 

Thank you for the opportunity to air my views. 

Mr. Panetta. Thank you very much. 

Mr. Montgomery. 

STATEMENT OF NEVIN MONTGOMERY, PRESIDENT, NATIONAL 
FROZEN FOOD ASSOCIATION, ACCOMPANIED BY MICHAEL 
GUIFFRIDA, WASHINGTON REPRESENTATIVE 

Mr. Montgomery. Thank you, Mr. Chairman. 

My name is Nevin Montgomery, and I am president of the Na- 
tional Frozen Food Association. With me is Michael Guiffrida, 
NFFA's Washington representative. 

The National Frozen Food Association is pleased to appear before 
you today and offer our views on legislation pending before you 
which is deseed to make improvements in the USDA donated 
commodity purchase and distribution program for domestic use. 

The National Frozen Food Association is one of the largest food 
industry trade associations in the nation with over 1,000 company 
members. Our members include food manufacturers or processors, 
wholesale distributors, brokers, warehousemen, food service opera- 
tors or retailers. 

Our Eissociation has a long history of support for the child nutri- 
tion programs administered by the U.S. Department of Agriculture. 
We also have a long history as a critic of the USDA donated com- 
modity purchase and distribution program for domestic outlets, 
particularly as it relates to the National School Lunch Program 
and other child nutrition programs. 

Our criticisms of the donated commodity program have been 
keyed to our finding that the program does not serve its customers 
effectively, and it also operates inefficiently, setting up a separate 
distribution system for food outside normal channels of trade. 

We are proud of the food processing and distribution system we 
have developed in the United States. Our system is the envy of the 
world. We believe the current USDA donated commodity procure- 
ment and distribution system largely ^nores this system and sets 
up a sepEU'ate system to compete with the commerciad system 
which is already in place. 
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Over the years, there have been consistent efforts made by indus- 
try and donated food recipient agencies to persuade USDA to make 
improvements in the donated commodity program. There is no 
question that this program was designed to serve the American 
farmer at its inception. We have no problem with this objective, 
but we do have a problem with how this objective is achieved. 

We know that all the commodities provided by the USDA to 
school lunch programs account for only a fraction of 1 percent of 
farm income. We also know that these commodities have been re- 
ferred to for years as the cross we must bear by the food industry 
and by those agencies which receive them from USDA. 

We wonder how the donated commodities program can serve the 
American farmer if it does not adequately serve the customers for 
these foods. In our business, the customer is first, not second. 

The National Frozen Food Association believes that it is appro- 
priate public policy for the Federal Government to support the 
American farmer. Our quarrel is not with whether it should be 
done but, rather, how it should be done. 

This program has to serve its customers, and it has to serve them 
not to the extent practicable, but it has to flat out serve them, or it 
will not achieve the farm support objectives. 

Over the years, efforts to change the program have been made 
over and over again. Starts have been made, but the program has 
never been brought into the twentieth century. 

When USDA has been asked if they had any authority to make 
the necessary ch£mges, the answers have always been noncommit- 
tal. Mr. Chairman, our review of the legislative authority which 
the Department now has for this prc^am indicates that the De- 
partment probably can do whatever needs to be done now. 

However, that is not why you are considering this legislation, 
and that is not why we are here today. This legislation is an at 
tempt to mandate some changes that must be made, more than it 
is a new authority to the Etepartment. It is in this context that we 
are appearing today. 

As we are sure you are aware, the National Frozen Food Associa- 
tion and the American School Food Service Association have not 
always seen eye to eye on the donated commodity program or how 
to change it. However, in February of 1985, our two associations 
entered a memorandum of understanding in an effort to find 
common ground. 

The results of that understanding were shown in the appoint- 
ment by the associations of a task force on commodity program al- 
ternatives. This task force met three times and, to a lot of folks' 
surprise, unanimously adopted recommendations for improvements 
in the donated commodity program. These recommendations were 
tremslated into a resolution that was adopted by the boards of di- 
rectors of both associations. Mr. Chairman, I request that a copy of 
that joint resolution and the recommendations of the task force be 
inserted in the record. 

Mr. Panetta. Without objection, that will be made part of the 
record. 

Mr. MoNTOOMERY. Thank you. 

The National Frozen Food Association did not seek the legisla- 
tion you have before you, because we noted that one of the recom- 
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mendations made by the joint ASFSA task force was that the 
USDA should seek legislation if the Department felt it was needed 
to get the job of implementing the recommendations done. To our 
knowledge, the Department has not as yet sought any legislation. 

However, you have H.R. 1340 before you today. This legislation, 
we understand, was developed by the American School Food Serv- 
ice Association to implement the recommendations of the joint task 
force between our two associations. We believe that this legislation 
would authorize, clarify, and encourage USDA to make changes in 
the prc^am. We do not believe that the legislation has the power 
to implement the recommendations; only USDA can do that. 

Mr. Chairman, NFFA took its position on the legislative effort 
which is the subject of your hearing today on February 25, 1987. 
Our position is to support the effort with amendments that would 
specify what, when, and how USDA is to implement the changes in 
the commodity program authorized in the l^islation. 

Mr. Chairman, with your permission, I would like to call on our 
Washington representative, Mike Guiffrida, juat to briefly overview 
these amendments. 

Mr. Guiffrida. Mr. Chairman, you have the detailed amend- 
ments. I £un going to try to give you the conceptual hasia for them. 
I know the staff is aware of them. 

I think the first basic amendment that we would suggest is that 
wherever it appears in the bill, the words "to the maximum extent 
practicable" be stricken. Our review of the legislative history of the 
commodity program indicates that there are specific directives or 
suggestions that have been contained in legislation in the past, and 
they have not been implemented for one reason or another. 

"To the maximum extent practicable," we think, provides a loop- 
hole which apparently neither USDA nor any of tiie user groups 
want in forcii^ the Department to implement these recommenda- 
tions. 

Secondly, the portion of your legislation that deals with the fact 
that the foods bought by USDA should be of a quality, size, form 
and packaging more usable to recipient agencies is certainly a step 
in the right direction. We would like to take that a step further, 
though, and suggest that USDA cannot buy the commodities in a 
form and in a packaging and a size that the recipient agencies 
think is appropriate unless they know what the recipient agencies 
think are appropriate. 

We are suggesting a mechanism through which that would be es- 
tablished, some specific time frames for that to be done, some spe- 
cific outreach efforts for the Department to take and, also a process 
to be implemented by the Department, once, again, in a specific 
time frame — you will hear that refrain a lot — that will assure con- 
tinuous flow of this information to the Department once it gets 
started. 

There is a provision in the legislation which calls for the com- 
modities purchased to be consistent with dietary guidelines. We 
would like to add that they also ought to be consistent with the 
meal pattern guidelines of the Department. 

Further, a recommendation of the joint task force between 
ASFSA and NFFA was that the commodities ought to contain, 
either on a label or a fact sheet with each commodity, information 
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on the amounts of fat, sugar, and salt contained in all the pur- 
chased commodities; that is, a nutrient contents statement. That is 
not a request for nutrition content labeling or percent^e labeling, 
but a request for information to be conveyed to the recipient agen- 
cies on these products. 

In the legislation, it calls for making commodity specifications 
available to State agencies. The commodity specifications have 
alwa^ been available to State agencies, but there has not been a 
reqxurement that they be disseminated to State agencies and to the 
recipient agencies. One of our amendments would go in that direc- 
tion. 

With regard to field testing find a national testing program, we 
couldn't agree more with that provision of the bill, but we would 
Biggest that it be strengthened to make it clearly a field testing 
prc^am so that the testing that goes on does not go on in the base- 
ment of the South Building by USDA staffers but includes that as 
well as tests in the field with actual people who would use the com- 
modities to be purchased. Once again, there is a specific time frfune 
suggested with this. 

We also are suggesting an amendment which would require that 
the Department provide the recipient agencies without charge or 
credit — that means as a bonus item — all commodity purchases 
which do not contribute to the meal pattern guidelines established 
by the Secretary. What that means is if for the 12 or 13 cents in 
what they call the entitlement commodities that the Department 
provides to the recipient agencies, the Department would not be 
able to buy and distribute under that 13 cents any commodity item 
that did not contribute to the meal pattern. It doesn't mean that 
they couldn't buy it; they could buy it as a bonus item. 

Finally, we have also suggested some fairly specific amendments 
with regard to forecasting of commodities available, with r^ard to 
orderii^ of so-called group B commodities, and those specific time 
tables are suggested, Mr, Chairman, in view of the legislative histo- 
ry surrounding forecasting and time tables which say you ought to 
do this but never mandated it shall be done in this time frame. 

A subject near and dear to our hearts which relates to what Mr. 
Montgomery was saying about dual distribution sjretems is the pro- 
vision of the bill which relates to intrastate charges and warehous- 
ing and delivery. We would suggest that the committee consider 
being very specific and talk about some interim regulatory process 
requiring USDA to require the State agencies to evaluate intra- 
state donated commodity delivery systems and implement the most 
cost efficient system for commodity warehousing and delivery 
within their States within 90 days of when the interim reflation 
comes out. 

We would surest, further, that these regulations provide a di- 
rective from USDA to the States that normal channels of trade 
ought to be used except in extraordinarily extenuating circum- 
stances. In other words, we are suggesting let's not reinvent the 
wheel unless we have to. 

Secondly, we are suggesting that the Department come out with 
guidelines for the State agencies on establishing fees where fees 
are chaiged for warehousing and delivery of commodities. We are 
not si^gestii^ establishing those fees but guidelines for them. 
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As far as out-of-condition commodities are concerned, the Secre- 
tary certainly ought to monitor those, and he certainly ought to 
tell people how to replace them when they are bad. 

On the last peige of your bill regarding the section dealing with 
monitoring of the inventories, we would suggest that "designated 
for donation" come out, that "to the maximum extent practicable" 
come out, and the word "reasonably" come out. 

It is our feeling that the Secretary ought to know what the condi- 
tion is of the commodities that are in storage, and whether they 
are in a storage facility controlled by the Department or under 
lease to the Department. Since there really is no knowledge of 
which commodities are going to be distributed until a certain point 
in time, the term "designated for donation" doesn't mean anything 
in terms of the inventory. We also feel that the commodities which 
are to be distributed ought not just to be "reasonably" acceptable; 
they ought to he acceptable. 

We have a couple of other amendments that I would now like 
Mr. Montgomery to discuss. I thank you for your time. 

Mr. Montgomery. There is an additional amendment we feel 
strongly about. We believe that there must be what we call a 
"CLOC trigger" in the legislation. This CLOC provision would re- 
quire that the Secretary offer to all recipient agencies, 1 year from 
the date of the enactment of the legislation, the opportunity of se- 
lecting a workable commodity letter of credit option. 

Our feeling is that if the Secretary and the State agencies do 
their jobs and make the chfinges indicated in the legislation within 
the time frames specified, few agencies wilt take the option. If the 
Department does not make the improvements mandatory, recipient 
agencies will choose the CLOC option. We believe this option 
should be for all entitlement commodities and not cover bonus com- 
modities which are the commodities the Department has in stor- 
age. 

It is our judgment that the CLOC option preserves the Secre- 
tary's ability to identify and remove surplus agricultural commod- 
ities from the market. CLOC does provide local decisionmakers 
with the flexibility of buying locally the commodity item on a 
timely beisis, but in a form that is readily usable in their oper- 
ations. 

Mr. Chairman, there is one more amendment which we would 
like to suggest to the committee. First, the Agriculture Committee 
has been most interested in the national commodity jjrocessing pro- 
gram of the USDA, This is the program through which the USDA 
and processors enter contracts to have the processors use bonus 
USDA commodities to produce products for eligible recipient agen- 
cies and then sell those products to these agencies at reduced 
prices, thereby reflecting the value of the USDA commodity in the 
finished product. 

The authority for this program expires June 30, 1987. We believe 
this prc^am has finally started to work since it has been in effect 
for a number of years. Its attraction is one contract per processor 
that they can sell in 50 States rather than 50 separate State con- 
tracts with different reporting and record keeping requirements. 

USDA hiis announced its plans to continue the program on its 
own for the 1987-88 school year. We si^gest to the committee that 
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the legislative extension of at least 3 years will allow the USDA, 
processors, and recipient agencies to do some real planning rather 
than the start and stop effort which has characterized this program 
in the past. 

Mr. Chairman, we appreciate the opportunity of appearing 
before the subcommittee today and we thank you. 

[The prepared statement of Mr. Montgomery follows:] 
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»7 of the latlooal FroMu Food IsaoolfttloOi lao. 



ttaroh 18,1987 



Hr. Chairman and Henbers of the Subcomnittee, the National 
Frozen Pood Assoolatlon ta pleaaed to appear before you todajr and 
offer our views on legislation pending before you which Is 
designed to make Inprovenients In the QSDA Donated CooBodlty 
Purohaae and Distribution Program for domestic use. 

The National Frozen Pood Assoolatlon Is one of the largest 
food industry trade assoolationa in the nation with 1,000 company 
■embers ulthln the continental Dnlted States. Our nenbers are 
either food manufacturers or processors, wholesale distributors, 
brokers, warehousemen, food service operators or retailers. 

Our Association has a long history of support for the Child 
Kutrltlon Programs administered by the United States Department 
of . Agriculture. We also have a long history as a orltto of the 
USDA Donated CooDodity Purchase and Distribution Program for 
domestlo outlets, particularly as It relates to the National 
School Lunch Program and the other Child Nutrition Programs. 

Our criticisms of the donated commodity program havs been 
keyed to our finding that the program does not aerva ita 
customers effectively and It also operates inafflclently setting 
up a separate distribution system for food outside normal 
ohannels of trade. He are proud of the food processing and 
distribution system we have developed in the United States. Our 
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syaten la th« eavy of tha world. Ha balleva tba ourront DSDA 
donatad ooanodlty proouraaant and distribution ayataa larcaly 
tgnoras ttila ayatam and aats up a saparate aysten to oonpata with 
the connerolal ayatem already in place. 

Over the yeara, there have been oonalstent efforts made by 
Industry and donated food recipient agenclea to perauada the USDA 
to make tmproveaents In the donated oomnodlty prograa. There la 
no question that this progran waa dealgned to serve the Anerloan 
farner at Its Inoeptlon. We have no problem with that objective, 
but we do have a problem with how this objective la achieved. 

We know that all the commodities provided by the USDA to 
achool lunch programs account for only a fraction of one peroent 
of farm Income. We alao know that these commodltiea have bean 
referred to for yeara aa "this oroas we aust bear" by the food 
Industry and by thoae agencies who receive them from USDA. 

We wonder how the donated commodltlea program can serve tha 
American farmer If It does not adequately serve the customers for 
these fooda. In our bualneaa, the cuatomar Is flrat..not aaoond. 
The National Frozen Pood Asaoclatlon believes that It la an 
appropriate public policy for the federal Government to aupport 
the American farmer. Our quarrel Is not with whether It should be 
done, but. rather how It la done. Thla program has to aerve Its 
cuatomera and it haa to aerve them not "to the extent 
praatlaable"...lt Just flat has to serve them or It will not 
achieve Its farm support objectives. 

Over the years, efforts to change the program have been mada 
over and over again. Starts have been made, but the program has 
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n«*er b««ii brought Into tha 20th oantury. Whsn OSDA has be«n 
askad ir thay had tha authority to maka tha necesaary changes, 
the answera have alwaya been non-oonBtttal. Frankly, Mr. Chalraan 
our review or the lagtalatlva authority whloh the Dapartaant now 
has for thla program Indicates that tha Departnent probably aan 
do whatavar naeds to be done now. 

However, that la not why you are oonalderlng this 
laglalatlon and that Is not why we are here today. Ttala 
legislation la an attanpt to mandate aoma changea that auat be 
■ade, Bore than It Is a new authority to tha Dapartmant. It la In 
this context that we are appearing today. 

Aa we are sura you are aware, the National Frozen Food 
iaaoclation and the AaerlcaA School Food Service Association have 
alwaya not aaan aya-to-eya on the donated commodity prograa or 
bow to change It. In February of I985| our two Association's 
entered a Hemorandum of OnderstandlDg Id an effort to find a 
connbn ground. 

The reaulta of that understanding were shown In the 
appointment by the Associations of a Task Force on Commodity 
Program Alternatives. Thla task force met threa times > and to a 
lot of folks' surprise, unanimously adopted reoomnendatlona for 
Improvamenta In tha donated oommodity program. These 
raoomnendatlons were translated Into a resolution that was 
adopted by tha Bcarda of Qlreotors of both Associations. Mr. 
Chairman, I requaat that f copy of that Joint resolution and tha 
recomnendatlons of the task force be Inserted In the record. 
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Th« g«nasls of tha two Asaocl At Ions' Joint raaolution Haa a 
baalo bargain. Tha ia«rloan Sohool Pood Sarvlea Assoolatlon 
wantad lBprov«a«nts aada In tha donatad ooaaodlty proKcaa and 
thay wars tncreaaingly fruatrated b; what tb«y saw as a laok or 
aotlon. The National Prozan Food Assoolatlon also wantod 
Inproveaents In the progran. If they did not aake tbe neoassary 
Inproveaants, NPPi felt that the tlae had ooaa for an option. 
That option, wa believe. Is the so-oalled Coaaodlty Lattar of 
Credit alternative. 

Hr. Chalraan, you and the aeabers of this Subcoaalttae oan 

read the Joint resolution and tbe twenty-eight aotlon Itaas 

detailed for the DSDA. We would call your particular attention to 

page three of the Joint resolution whloh sayst 

We shall for the tlaa being support a oontlnuatlon of 
the nsOA Coaaodlty Distribution Prograa. To ellalnate 
further arodlng Of this support, a oonoerted effort auat be 
Dade to oorreot daflolenoles and seek Inproveaents of tha 
current ooBaodlty distribution program, aa raooaaendod In 
Exhibit C, within a 1G aonth period to begin laaedlately. If 
at the and of this period, nSDA has not lapleaented these 
reooanendatlons aatlaf aotorlly, legislation should be 
Introduced to offer a workable coaaodlty/CLOC option to all 

Hr. Chalraan, the National Frozen Food laaoclatlon believes 
that the deadline of June 30, 19B7 Is a very real one. Wa are 
holding USDA to that deadline and we are holding the iaerioan 
Sohool Pood Service Assoolatlon to tha deadline as well. In our 
view, the word "Inpleaent" means what Hr. Webster says It doea. 
He defined lapleaent asi 

to and ensure of 



The Joint resolution goes on to say the followlngi 
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Ha shall traasHlt to USDA thoae obanges listed in Exhibit C 
that ara oeo«saary to sustain our oontinuad support of the 
ooDBodity distribution prograa. 

The National rrozen Pood Assoolation ballavaa that the 
resolution is clear as to what the Joint Assoeiations wanted 
done, when wa uantad It done bj, and what our positions would be 
It the reoofflMendetlons were not tDplemented. 

The National Frozen Pood Association did not seek the 
legislation /ou have berore you because we noted that one of the 
reooBBandatlons Bade by the Joint ASPSA task force wea that DSDA 
should seek legislation if the Department felt It was needed to 
g«t the Job of Inpleaentlng the recommendations don«. To our 
knowledge, the Department has not as yet sought any legislation. 

But, 70U have S.ft. 1340 before you today. This legislation, 
we understand, was developed by the Amertoan School Food Servtoe 
Asaoolstloa to inplement the reoomnendatione of the Joint task 
foroe between our two associations. We believe that this 
legislation would authorize, clarify and encourage QSDA to make 
changes in the program. He' do not believe the legislation has the 
power to implement the reooamendat Ions. ...only DSDA can do that. 

Hr. Chairman HPFA took its position on the legislative 
effort which is the subjeot of your hearing today on Pebruary 25, 
1987. Our position Is to support the effort with amendments that 
would spaolfy what, when and how USDA is to implement the changes 
in the commodity program authorized In the legislation. 

The first amendment we would suggest occurs on page two of 
R.R. 1340 on line 7 where we suggest striking the words, " to the 
degree to which this distribution" and inserting instead the 
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Nords, "and to aasur« that this aoqulsltloii and dlstptbutlon of 
ooHHodltlas." 

inandaant nuabar tNO w« would suggast la raaoval of tha 
words "to the BaxlBUB axtant practloabla" whera avar they appaar. 
Wa ballava theae words are tnoonsistent with tha paooaaandatlona 
of the Joint task foroa. 

Tha objective of H.R. 1310 that coanodltlea should be bought 

In quality, alze end fora aoat usable to reolplent aganalaa la 

appropriate. Bowever, tha Rational Frozen Pood Association 

believes that thla needs to be strengthened by adding tha 

following raqulpeiaantsi 

Develop and conduct within ninety (90) days of enaotment a 
detailed survey of recipient agencies to deteralne ppoferred 
coaaodlty quality, packaging, and form of purohaaes and 
report thoaa results to the Congress. 

Hake changes In the next bidding cycle as Indloated by the 
survey and current Industry technology and capacity to 
assure consistent quality of comaodlty products. 

Within one hundred and twenty (120} days of enactaent, 
develop, Impleaent and disseminate to Industry and recipient 
agenolea changes In coaaodity product speolflcatlcns to 
provide optional for as and packaging with particular 
eaphaats on dairy products and canned products purchased. 

Develop and Implement ulthln ninety (90) days of enactaent a 
process to obtain a cootlnuoua flow of inforaatlon froa 
the states and recipient agencies en commodity product 
acceptability and preference. 

The provision In the legislation that calls for the 

comaodltles purchased and distributed to be consistent wltb the 

dietary guidelines needs to be atrengthened as well. He believe 

that the bill should be amended to provide aa followsi 



ovGoo'^lc 



Provide nutrient content Infornatlon whloh Inoludea the 
Identirioatlon of the asounts at fat, susar, and salt 
contained In all purchased oofflnodltles, raw and processed, 
on all purchased oomnodlt/ product labels and fact sheets. 

On page 3 B strike the words, "nake available" and Insert the 
words,' Dissealnata at least twice annually". After (A) In the 
aam paragraph Inaert "to recipient agencies and." 

On page 3 line 1G strike the words, "develop and laplenent an 
on going testing,' and Insert the words," develop and Inplenent a 
National CoBBodlty Plaid Testing Prograo within nlnety(90} days 
of enactaant." On page 3 line 22, delete the word "and fom" and 
insert, "fom and packaging." 

On page 4 line S, after the word "Anerlcens", Insert the 

following, "and the Departmenfa meal pattern guidelines." At the 

end of line 7 Insert the followingi 

Provide to recipient agencies without charge or credit all 
coaaodlty purchases which do not contribute to the seal 
pattern guidelines eatabllahed by the Secretary. 

On page 4 after the end of line 11, Insert the following," 

and provided further that the Secretary shall establish a lead 

tine of less than nlnety(90) days for ordering group B 

oomnodltles and make such system effective within sixty (60) days 

of enaetaenti and provided further that within sixty (60) days of 

enactaent the Secretary shall develop and put In place a 

forecasting systsn through which state agencies and recipient 

agencies will receive at least slxty(60) days advance notice of 

the kinds and quantities of Itens to be purchased and distributed 
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ftnd « report to tha Congpass «aauall)r on tha adharaao* of tba 

Saoratarr to this provision." 

On paga 4, hb auggast that (0) ba dalatad and Instaad the 

following ppovialon be Inaertadt 

Develop and laplaaant within ninety (90) daya of enaotaent 
an tnterla regulatory proaeas by Hhloh state agencies will 
ba required to evaluate Intrastate donated ooaaodlty 
delivery ayateaa and Implaaent the aost ooat-errtolent 
syaten for oonnodlty Harahoustng and delivery within ninety 
(90) daya of publication of the Interln regulation. And 
further aald Interln regulation ahall require that noraal 
channels of trade ba uaed In the warehousing and delivery of 
donated oonnodlt lea unless a state oan aubalt spec if lo 
rinanQlsl Juatirioatlon for an alternative approach and auob 
alternative la approved as ooat-effeotlve by the Seoretsry. 
And provided further, that the Seoretary shall alao 
establish as a part of this Interln regulation guidelines 
for state aganoles in establlahlng equitable pricing 
for such intraatate servloas relating to donated 
oonnodlty warehousing and distribution and assure adherence 
to said guidelines. Said guldallnas shall take into account 
national standards and industry chargea for alBilar 
services. 

On page 5 we believe that there should a spaclfio tins line 
for the Secretary in developing and inplenentlng a policy 
relating to out-of-condttlon connodltles. The saae appliea to the 
charge to the Secretary to ■onitor the condition of oonnoditles 
In storage. It Is suggested that present Industry standarda be 
adopted and published and adhered to. 

On page 6 (B), we suggest on line 2 the words "designated 
for donation" be eliminated. Alao, on line 4 elininate "to the 
naxlnuB extent praotioable," and also, tha word "reasonably." 

On page 6, we suggest In line 11, the worda "where 
appropriate" be deleted. 
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Thara Is on* addition*! amandB«nt wa feal strongly about. We 
beltave that thara aiust ba «hat wa oall a "CLOC Trlcgar" in the 
laglslatlon. Thla CLOC provision would raquiro that tha Seeratar; 
offar to all raoiplant aganolaa ona yaar froB tha data of 
anaotaent of the lag is la t ion the opportunity of seleoting a 
Horkabla ooaaodlty letter of credit option. Our faallng ta that, 
if the Seoretary and the atat* aganolea do their Jobs and nak* 
the ohangaa Indicated In the leglalation within tha tiaa framea 
speoified few agenolea will take the option. If the Departaeot 
does not make the iBprovaaants Bandated, reolplent agenoles will 
ohoose tha CLOC option. We believe this option should ba for all 
entitlement aomnoditles and not oover bonus ooBBodlties whloh 
are the oomaodltlas whloh the Departaent has in storage. 

It is our Judge nant that tha CLOC option preserves the 
Saoretary's ability to identify and remove surplus agricultural 
ooBiioditiea froB the market. CLOC does provide local decision 
makers with Uie flexibility of buying locally the commodity Item 
on a timely baaiai but in a form that la readily uaabla in their 
prograns . 

there are additional amendments we are developing and we 
will be pleased to oommunloate those to you in the next week or 

Mr. Chairman, we appreciate the opportunity of appearing 
before tha Subcommittee today. We will be happy to try and 
respond to any questions you might have at tha appropriate time, 

<Actachmeni:B follou:} 
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JOINT RESOLUTION 

Of 

THE AHERICAN SCHOOL fOOD SERVICE ASSOCIATIDH 

AND 

THE NATIONAL FROZEN FOOD ASSOCIATION 



WHEREAS, the United States Department of Agriculture (USDA) conno- 
dlty distribution progrui is an Important part of the federal support for 
the National School Lunch Program; 

WHEREAS, connodlty processing is an Indispensable elemnt of th« 
coMnodlty program and allOMS schools throughout the country to derive the 
full benefits of the comodity distribution program; 

WHEREAS, legislation was introduced in the Congress In 1980 to 
replace the conmodlty distribution program with i coranodity letter of 
credit (CLOC) program; 

WHEREAS, USDA has conducted an evaluation of alternatives to the 
connodity donation program; 

WHEREAS, the Administration proposed, as part of its 1986 budget, 
child nutrition aawndMnts that, if enacted, would have resulted in at 
least S to 6 million children and 8,000 • 10,000 schools being forced 
frooi the National School lunch Program; 

WHEREAS, it is reasonable to assume that all federal programs, 
including the National School Lunch Program, shall continue to face a 
severe challenge to its federal support until such tine as the federal 
deficit is in balance or significantly reduced; 
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WHEREAS, tt 1j agreed that It would be best, during the current 
budget crisis, to provide a strong broad political coalition that sup- 
ports the Hational School Lunch Programi 

WHEREAS, the parties hereto executed t Hemorandwn of Understanding 
on July 2S, 1985 (attached as Exhibit A) comnitting each organization to 
(a) Jointly oppose any additional reductions in federal financial support 
for the National School Lunch Program, and (b] fully discuss options to 
the USDA connodity distribution program; 

WHEREAS, Congressman Bill Ford wrote to the parties hereto coaawn- 
ding the Henoranduni of Understanding (attached as Exhibit B); 

WHEREAS, these discussions have been fruitful and informative; 

WEREAS, the CLOC system has been shown to have many positive fea- 

HKEREAS, numerous steps have been identified that, if implenented by 
USDA and the states, could Improve the conmodity distribution program 
(attached as Exhibit C); 

WHEREAS, the Department of Agriculture has informed us that they are 
about to conawnce a further study of the conmodity distribution program 
In all fifty states; 

IT IS HEREBY RESOLVED BY THE JOINT AMERICAN SCHOOL FOOD SERVICE 
ASSOCIATION/NATIONAL FROZEN FOOD ASSOCIATION AD HOC COMHODITY PROGRAM 
STUDY GROUP. AS FOLLOWS: 
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Ue shall continue to work together in opposition to >ny further 
reductions in federal support for the National School Lunch 
Program, 

Ue shall, for the time being, support a continuation of the 
USDA coomodity distribution prograa. To eli>inate further 
eroding of this support, a concerted effort must be made to 
correct the deficiencies and seek iiaproveatents of the current 
connodity distribution program, as reconnended in Exhibit C, 
wittiin a 16 month period to begin imnediately. If at the end 
of this period, USDA has not implemented these reconnendations 
satisfactorily, legislation should be introduced to offer 
a workable CLOC/opt1on to all states. 



We shall transmit to USDA those changes listed in Exhibit C 
that are necessary to sustain our continued support of the 

coamodity distribution program. 

It Is agreed that an expanded CLOC program with a state option 
would address many of the disadvantages (see Exhibit D) of the 
present caRnodity program and be a viable alternative. 

It is reconmended that the current CLOC program for pilot sites 
be extended for the period January 1, 1966 - June 30, 1987. 
This should be a refinement and fine tuning period for both 
programs. Current cash pilot sites should be given the option 
of CLOC or compAdlty program, only. 
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American School Food Service Associatior 



National Frozen Food Association Rle ^ 
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•I Food 

Smntet AaDcIotkn and Notknol From 
d AMoctotlon lor US. Di)ia liiiit of AgrlcuHun 



A. IMPROVE QUALTTY Cr FOOD . 
I. Ro c ommidatroni 

Onalop ip«clflefltlen) wKieh wfll oaura produeti ef tha quolitr and in tha 
formineit uiwiil* to th* lecd idHial food outhorltin tdiing Into «n*U*rat Ion tha moil oU 
tofmnonlr oirolloblt toniarclal fernn, liu* and ragionol prafarore* in which purehoMd 
food U oMotnad. " 

Ajtlgn 

0«vale9 o proeaa to obtain a contlnmui flow of eurront Inlormotlon 
^ / hnm Xrm ftoto* en coinTiodIt)i orcaplablllty aid pt 



<^ / b) Writo vciflcolloni to provid* to idKioli wh«ww posbk, optional fj I- 



^^^poekogoiiMtandfornu, llttT 5pH'**\' 
^^ c) '''aha diviga* In ««clfrcatloni at not 



UMn and Industiy tachnologr. 5*>'"*' 
OUuminota currant Infarmatfon rogading product ipaclficatleni to 0^ 
oganclai and raglond otflcas. 



Onalop tlghtar and more >tring«it siaeifleatiani to b* utlllitd br Unltad 
»arlmant of J^rleultura vriien purchasing orocBSMd Itofni 
ind procaalng pollclat mora eonjlitcnt with tha dlatory guMalirwi 



Stata) Oaporlmant of J^rleultura vriien purchasing orocBSSad Itafns, Oovalop pL 



-7. 

ni. Oavalop purchalng . ' 
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ActI— 

a). Prcwidi rwlrtMt ccntMt tnformathin which InehidM Hw ktantiflcatlvi 

ol Ida wnount* of feti ajgor end Mit cantslnad In all comrvufltlai, rawoid '''J 

bl HmUu prediict »«clfleotleni. — «clnllr Ihot far pfowd 



d ProvU* local KhoDli wMi pracasad food siacltleatlain for putpoM of iir[. 

monitoring quality sidawliting with iMnu pkantngi 

d) Provfd* local ochoolf wHIi Infornwtlon ngordlng wggutod um of |) JC- 



DwoJop o (^itam to Hald totf eonmadittM with ehlldnn at itata 
aid lead lovab, on m an-gwng boiii, prior to mciiing a larg* purchOM. <Wa gal a lorga 
qucnlltir snly to find ttnt Ilia Itam !• not aceaptobla br ehlUranJ 
Acflow 

a) Oav«lapcrltHlavdguldilIn«far flaldtairlngttwacc*|ild)lllty of Bl- 
pracawod commodltiM wllti dilldri. a"/ 

. U Implanant on on-going notional flold ttdlng program. \S^/ 

k. Rgeommamtatlorn 

Pavlop m»n«im to imefoif preeoggd food» 

- Spoclflcatlon writing by Unltwl Statu 0<partm«nt of Agrleultura for 
aro e a M d food* can bg Improood with Induitry Input. 

— BaeourM \h itati to Unltad Stall Oapartmont of Aqrlcullura If 
product It out of eondlllon and/or not occeptctik. 
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«idardtb|r<t«M«g<ncUiw)thMndgrB SuggMl 

p«nd of Kiteel food aunmrltlM tw WMd todwdi for quoHty oontrat 
b*ter« Atrfeutlen to idwol food a)«iarltlt& 



U OUlomiiMl* In lo nwHon (a local idMali rogoidlng Ihalr ro e own for 

hoidling «olM or MIwwIm unsewMbtapredueti. 

c) Cemnwil c BiM product itaidordifsr d hdwolly proc o— d food* to 



d) Roqutia rfalu which do thair omi procoilng to flald tart produeH 
with ttudont* prior to purehon ond to dovolop o iixtain for menltorhg 



B. DELIVERY AM> 0ROERfl«: 

Oovalop and ImptofiMxt mora ranobl* dtHw«Y Khadulaj timad to tha Khool 
raor naadi. Ship govanunant commodlllai In Icrga quontltlat ot tha baglnnlng of 
iha Khool roar raitiar ttion ot tlw ond to aKminota itoroga problama end ppiia of 



roion food from Augwt to •~' - 

March. 
JA Avoid driivorlaidiringmoiorholldariCnwnhiglvlng,Oir<itnm, ,; 
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2. Rw< 



Th* Unlt^ SM(t> OapvtnMnt of Agricultvn tfMwId raquira itat* ag«KlM 
to awoluato dolivorr v*tfi* *> ichooU and ajbMquMrtly napjin itoM oganctet to 
linplanwnt tho moat ofnetant «d caat affactiwa daUvary tfttvn for Icool adwsl hod 
•arvico author itia«> 

Action :. _. 

a) OovalapapraeaM,ngula(orYor olharwlM,b)">rtiictiitotaa9anclo> 

will ba raquind to ovouata dallvaiy ijrttanu and Implamant Iha moat 

afTEcIant, coat-affacttva vitam. 



Eitobltth woluo (dtorga to local Khoob) IfMt tha ftota dlftrbutlan it. 

aganclai ihauM vm tn allaeollng eonrnodltki to ttia kical ichool fead authorltlai. 
(Suggaitad FOB * Fral^t to tfota warahsuaaJ 

a] Davolap oi aquitcbia pricing fonnulo to bo uiad by itota aganclai In riO 

Mltlng chargaa to KhooU for aarvlca, handling vid daDvarf of eoniniodltlai. 

Oawalafi o rfwrtor laod tima for ordarlng Crou|> B looiJi, Praunll)', M (hvt ff 
odvonca ara roquirad to hwa food raqulutloni In tha raglonol of flea. (Thli ito 



ma of laa than n day] lor ordarina Group B 

b lead Kma coniiitantly in all raglonal offlcat md 
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i, R«eonninndotiani 

DwakpataitwhimoMrorecniinadltlMdtnMMMallwaL -4« H<- 

d Oinlop a VMam ta nMnltar qa and eendHhn of bonvi eanwmdity ^ 

■■rvk» oparatlon& 



ErtAflih longar parlodi and man accural* toraCMIIng of conwiodlTlu In 
or6ar the? local pur<iiuM^ cm ba oJJuitad uucniingj/* 
Aetknii 

a) In v liiw* a f«r*eatlng qntam mtwriby locd Khooli and itala 
oganclM noak* at bail (0 doyi adraw* iwtlea lagordlng Itw kM «yl quantlltM 
al Itaim to ba dbtrfauMd. 



"•wolqpa ragifaKlens tor ifaM agv<la« to cotarvo bi otdar 10 odmlntilar t1>e 
■ntira (aa(]dlMrfeutton.(>rogramconilttane)''aniong ordbatwowi MotM 1) nacauorr. II 

Congraaionol lagblatlon li naadad, wrlta and Introduc*. PiAllih minimum Mfviea 
raqulramanli for itata dlitrlxitlon oganelai ID Includai 

— Eitobllih moklmum dwrj ai to local idioolh 
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Aetfam 

a) EitoblUh eondilMt itaM ogaicy ptrtomm* tfondordi, targatad to 
pravida uniform, hl(^ VoUtr Mfvtca M Kshoolt In all itotn. 

b) Owwisp «n aquit^la pricing rermula M b* uMd br itota cgsvtM In 
HttlnadiargM la idHBli far MTvIc*, handling oHJdallvwy of commodlllu. — 

d Introduei Isgblatlondf nacuuT)'] ts giv* USDA ragulatorr ind 
•nfarcofiMnt outhorlly. ' 

2. RaeomnmidBHoni 

Whanavtr paDclator* nviMdor mwragulallcinidavakipid involving Iha 
Food DIftrfeullon Program, ttoMi and otti« aftetod during davalopmantal Moga* 
tfiould hwa Input. (Thoaa at tha fadantl lavol davaloplng ragulatlon and poneia^ man}> 
ttmai da not know tha hard*^ couwd at tha data or local loval.) 
Action. 

a) EftoUUh «> Aihfbary Council for tha Conwnodltr Diitrftwtlan Program 
l ipomta from tha axltftng Qiitd Njtrltlon Advlwry Council, which 
■KiuuBi raprciant-tlvat from lnduirr> md Khooi food larvica. 

b) Provlda on-going opfiartunitlaa by HHhfdi th1< Council mo/ provlda 
in put for ragulatlon aid policy davolopnxnt [Sm action itam D-2-a*b] 

3. Racommendgtioni 

Davalop sMcIflc procodiAai for allocating food (cntltleminr) fa tha local 



a) Davalop constant fornwloi to ba mad by raglonal offtcrn and itota 
oganclai-fv allocating •ntitloniont comniodlta) to ichooU. 
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M t^hlatlon N prowU* Slal* Admlniitrallva Ei^aiM hndiCAE) 
bond on tha rcrnml W IncMi ttw vokj* vl Ih* food dUtbutod In tho Stala 
Adnlntatralloa E9«nn hrmula hmwd In ador i(Mt hindi would bo woliablo to 



Actly i 

a) Provide SAE hindi to odaquoMty 
Ginvnodlt|i Dlftrbutlon Pragmin In Sata Aganclai. Intraduea lagUlotlon far Ittl) 



D. COMtMMCATKMC 



Oavolop o vitoRi of eammunlcstloni from Unltod SMMJ D ap artmant of 
Agricultural OlvUlan lawal M all Raglond Offlcab Fraquantlyi itota* In alhar roglani do 
nM neohfo Ma htm intormation hom Ihalr ravoEtiwa roglonal offlca. 



« S'*"- 



II ragianal afflcai Intarprat poltei 



EcfobDih a comnunlcatkin nawlwork with npraaantotivai fram Amorleai 
Sdwol F-^d Sarvica A=::;slatian, Food aid ^L:.-:;::^ Sarvleas. Induttiy. Stoto Commodity 
Oincwrs aid Commodity Cradlt Corpcratlon ki quortarly maatlng. Dafina vacfic oraoi 
for improvamant In program willi davakpad ttma linai for complatlon. Quortarly 
maatlng ora rocommandad. Thia would ultlmataly affoctuata dailred ehongaiand 
attablUt spaii communication batwaan oil Idantitlai. 
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u) EMotillih m Advbory C»ri«lt for th* Cdnvnadlt/ Dlitrubtion Prograr<, 
MVorata Iram tha Blitlng Child r^Jlrltlon Advborr Council, whldi (U> 

orill Inchidt rapnwntotiwvi fram aganclM and oramltationt nitad d>o««. 
b) Provide on-going opportunltlM for Ititi Counci'l to wortc with USOA /jjH 
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Mr, Panetta. Thank you very much. 

That shows you what kind of amendments can be produced if you 
hire an Italian lawyer. 

Mr. Matz, did you want to add anything to the testimony? 

Mr. Matz. No, sir. 

Mr. Panetta. Well, thank you, all of you, for your testimony, 
and the suggestions regarding the amendments are good sugges- 
tions in most instances, and I look forward to trying to work with 
your group to try to develop an approach that meets your concerns. 

Obviously, I guess the one provision that is the most controver- 
sial is the CLOC provision, only because of the studies that are cur- 
rently going on and the general reactions about concerns for a 
broad letter of credit. As to whether people would then be purchas- 
ing goods that are not produced in the country and might go 
abroad, et cetera, there are a lot of concerns that have been raised 
about that. 

That is probably the one recommendation that you have made 
that we would have to take a very close look at. 

I can understfind your concern about needing to put some lever- 
age on the Secretary. I think what you are trying to mtike clear to 
the Secretary is if these reforms that are contained in the legisla- 
tion are not implemented, you want to be able to have a vehicle 
that says we are not just going to continue to say please but have 
authority to force the issue. Maybe there is a way to do it that 
might be acceptable to all sides, and I am certainly prepared to 
work at that. 

Let me just ask you those of you who are currently involved with 
the program. Ms. Klatko, you seem to have been involved with the 
products themselves quite a bit— is it just a totally haphazard proc- 
ess when the commodities come in? 

Ms. Klatko. No, sir. That is not the case. It is specific instances 
when things do not happen. When we do get notification that we 
will be getting something, the majority of times the products 
arrive. Sometimes, they do not. The discrepancy is what causes the 
problem. 

Mr. Panetta. You normally contract in advfmce for the goods 
that are coming to you? 

Ms. Klatko. We are allowed to order, 

Mr. Panetta, You order? 

Ms. Klatko. We are allowed to order through our State agency, 
and when we order a specific product, they give us scheduled ship- 
ping dates. The shipping dates are tentative. What we actually 
need are delivery dates. We need to know when the product is 
going to arrive on our dock so we can use it to avoid purchasing or 
to avoid alternative menu planning. 

Mr. Panetta. Regarding the beef example you gave, I take it 
they gave you a shipping date that was early this year? 

Ms. Klatko. Normally, our beef is divided into three shipments, 
and we should have had it August, November, and March. The No- 
vember one did not show up, and that was in the shipping period. 

Mr. Panetta. At all? 

Ms. Klatko. It is showing up now. It is showing up in the ban- 
ning of March. So, the second and third deliveries are coming to- 
gether. 
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Mr. Panetta. I see. So, what you are doing is you are getting the 
bulk of the deliveiy taking place in these next few months. You are 
going to wind up this summer with a lot of beef on your hands. 

Ms. Klatko. Exactly. 

Mr. Panetta. I see. When the beef is delivered to you, is it 
canned? How is it packaged? 

Ms. Klatko. Several forms. We get bulk beef at 55 pounds per 
case. We get canned beef in 29.5 ounce cans, and we get beef pat- 
ties which may contain an extender which is a vegetable protein 
product or just plain 100 percent beef. So, it is in a variety of 
forms, and you can order them. There have been improvements. 
That is definitely an improvement that you can order the specific 
type of beef that you want. 

Mr. Panetta. Do you have your own recipes for how you serve 
the food? 

Ms. Klatko. Yes, we do. We have our recipes that we have devel- 
oped, and we also have USDA recipes. The USDA recipes are cur- 
rently being revised, and our recipes sometimes have to be a very 
fast test kitchen-type operation because we do not receive the rec- 
ipes for something like fig nu^ets that would be coming in. The 
recipes from USDA are far behind the product. They need to come 
simultaneously. 

Mr. Panetta. On the nuggets that you talked about, are you 
saying that those are poor quality chicken nuggets? 

Ms. Klatko. The chicken nuggets are very poor quality. 

Mr. Panetta. Who prepares the nuggets? Is that something that 
is done in contract with the USDA? Do you know? 

Ms. Klatko. It is a processed product that USDA sends to us 
ready to take from the carton and put in the oven. We do not do 
anything except heat them. 

Mr. Panetta. I see, and it is just bad quality. 

Ms. Klatko. Yes. 

Mr. Panetta. How much of the goods that you receive are 
spoiled? Are you aware of the receipt of any spoiled goods? 

Ms. Klatko. Isolated instances. Damaged number 10 cans that 
have a leak or a bulge — that could have happened anywhere along 
the way. Some fresh products like apples where a few have deterio- 
rated in the case. Basically, not a lot in my personal experience, 
but I have heard from other folks throughout the nation that there 
have been instances where things have spoiled. They have gotten 
termites in flour or they have gotten weevils in flour or infestation 
in other types of products. 

Mr. Panetta. How much do you rely on the commodity goods? 

Ms. Klatko. Very much so in my program. 

Mr. Panetta. Is that right? 

Ms. Klatko. Very much so. That is 20 percent of our products 
that we are serving in the school. It represents about 20 percent of 
our purchasing power. 

Mr. Panetta. 20 percent? 

Ms. Klatko. Yes. The other 80 percent is actually purchased 
food. 

Mr. Panetta. That is a pretty good number. 

Ms. Klatko. It certainly is. 

Mr. Eherson. Will the chairman yield? 
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Mr. Panetta. Sure, I would be pleased to yield, 

Mr. Emerson. Ms. Klatko, there is good news for you. In the au- 
dience is a member of our next panel, Mr. Richard Douglas, who 
represents the fig industry, amoi^ other groups. He has just sent 
me a signal that he is going to see to it that you have more fig 
recipes than you know what to do with. 

Ms. Klatko. Wonderful. Thank you. 

Mr. Panetta. Ms. Watkins, did you want to say somethii^ 

Ms. Watkins. I think Ms. Klatko covered the issues very well. 
While there are problems with the commodity distribution pro- 
gram, we have to let you know that there have been some improve- 
ments, and we are continuously seeing improvements in the pro- 
gram. However, as Ms. Klatko said, we do have problems through- 
out the country, not only with quality, but we have problems with 
communication which seems to be a major concern for many 
people. 

Mr. Guiffrida mentioned the fact that State agencies have access 
to specifications and they are not passed down. We are finding, in 
some instances. State agencies don't have access to the speci^ca- 
tions. When you are talking about ensuring quality all alot^ the 
way, having the specifications so that you can ensure that you do 
have the appropriate quality product is very, very important. 

There have been improvements made, and we are just saying 
that a lot more improvements need to be made in the program. 

Mr. Panetta. What is the process in your States? Does a State 
rep come down, or do you onjer through a State representative? 
What is the process for ordering commodity goods? 

Ms. Watkins. The process for ordering commodities, in most situ- 
ations, State distribution agency directors provide a list of group B 
commodities, group A commodities, and you are able to select what 
you want. You are given your entitlement. In some States, they 
give you your entitlement so you know what you have to order, if it 
is flour, if it is butter — which is a bonus — if it is oil. You know ex- 
actly what your needs are, and some school districts have very so- 
phisticated computer programs which provide them and they have 
access to information which lets them know how much they are 
using on a monthly basis. Some States allow you the opportunity to 
request those food items on a monthly basis. 

Some of the systems around the country are very sophisticated in 
both local. State, and regional agencies. 

Mr. Panetta. Thank you very much for your testimony. 

I have a big chunk of the frozen food industry in my district, as a 
matter of fact, in Watsonville, California, and I would jtist urge you 
to please stay in the country if you can. Will you do that for me? 

Mr. Montgomery. Yes, we will. 

Mr. Panetta. Mr. Emerson. 

Mr. Emerson. Thank you, Mr. Chairman. 

I concur in your remarks. I apologize for having been tardy at 
the commencement of this hearing today. I have been trying to 
juggle three different hearings. I have representatives of a couple 
of different commodity groups from my district appearing before 
the other hearings and thought I should be there while they were 
giving their testimony. So, I do apologize. I have been here 
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throi^hout most of this panel's testimony and the questions and 
answers. I appreciate what you have had to say. 

I do have a statement that I would like to submit for the record, 
with unanimous consent, following your remarks, Mr. Chairman. 

Mr. Panetta. Without objection. 

Mr. Emerson. Permit me to say that I am an enthusiastic co- 
sponsor of this bill which is aimed at improving the administration 
(rf the Department of Agriculture commodity donation program. I 
look forward to working with all of you in seeing its effective im- 
plementation. 

Thank you. 

Mr. Panetta. Let me just ask the representatives of the frozen 
food industry; do the recommendations that you have included re- 
flect the recommendations that you made almost a year ago re- 
garding changes in the program? Are these fairly consistent with 
what you had? 

Mr. Montgomery. I would say yes. They would be consistent 
with those recommendations. 

Mr. Panetta. Ms. Watkins. 

Ms. Watkins. Mr. Chairman, I would have to say that some of 
the recommendations are not necessarily consistent. The reference 
made to CLOC local option certainly is not consistent with the rec- 
ommendations of the ad hoc committee. 

Our recommendation was for, if at the end of July 1, 1987, the 
Department had perhaps not made significant improvements and 
what we felt were significant improvements in the program, the 
option at that time was a State option. 

I am appalled now that the frozen food association has changed 
their position. We never mentioned local option. What you do have 
there with a local option is rather than 50 States having an option, 
you are now talking about some 25,000 people having an option. To 
me, that has to be an horrendous task administratively. I would 
have some real reservations about that. That certainly is not con- 
sistent with the committee. 

Mr. Panetta. Well, I appreciate your comments, and I am aware 
of the concerns about that provision. That is why I raised that 
issue. 

However, I think we have gotten such good cooperation on this 
legislation to this point, I think we are going to be able to work our 
way through it. Let's all work tc^ether, and we will manage to find 
a way to meet some of the concerns. Many of the amendments you 
have suggested make some sense in tightening it up. You don't 
want to leave too many doors open. 

I agree with putting pressure on the Department to meet the 
standards, but we are going to have to do it in a way that doesn't 
open the door so that we hurt ourselves in the same process. I 
think that is possible, and I am optimistic that we can get it done. 

I want to thank all of you for your testimony. It has been very 
helpful. Again, we look forward to moving this legislation as quick- 
ly as we can. 

Mr. Emerson. Mr. Chairman, if I may say, I particularly want to 
compliment the American School Food Service Association for 
their fine consultation in working with us and helping to address 
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some of the nuances of the issues that we face here. We appreciate 
your cooperation very much and thank you for it, 

Ms. Klatko. Thank you, Mr. Chairman and Mr. Emerson. 

Mr. Montgomery, lliank you. 

Mr. Panetta. Thank you. 

The next panel consists of Mr. Walter Martz, assistant secretary- 
treasurer of the National Milk Producers Federation; Ms. Ruth 
Kobell the National Farmers Union; Richard Douglas of Sun Dia- 
mond Growers of California; Mr. Lew Walts, executive vice presi- 
dent for the National Turkey Federation, Reston, Virginia; and Mr. 
Randy Griggs, executive secretary of the Alabama PeEinut Produc- 
ers Association. 

Welcome to the subcommittee hearing. I appreciate your taking 
the time to testify. Most of you are not newcomers to the process, 
and I do appreciate your coming here and giving us the benefit of 
your thoughts. 

Let me begin with Mr. Walter Martz, if you would proceed with 
your testimony. Agaiin, if you summarize, your prepared statement 
will be made a part of the record and inserted immediately follow- 
ing your oral testimony. You can either read or Bummeuize your 
statement. 

Mr. Martz. Mr. Chairman, I would like to first say to the lady 
who couldn't get cheese to melt, it must have either been tai imita- 
tion cheese or a foreign cheese. [Laughter.] 

STATEMENT OF WALTER A. MARTZ, ASSISTANT SECRETARY/ 
TREASURER, NATIONAL MILK PRODUCERS FEDERATION 

Mr. Martz. Mr. Chairman, I am Walter Martz, a dairy farmer 
and an officer of the National Milk Producers Federation. I am 
also president of the Maryland and Virginia Milk Producers Asso- 
ciation. 

I appreciate this opportunity to appear before the subcommittee 
to present testimony on the commodity distribution prc^ram. 

The National Milk Producers Federation is a national farm com- 
modity organization that represents dairy farmers and dairy coop- 
erative marketing associations they own and operate throu^out 
the United States. The bulk of the nation's milk supply is market- 
ed through dairy cooperative fissociations that farmers have devel- 
oped to represent them in the market. 

The marketing activities of these associations range from bar- 
gaining for price and other conditions of sale of bulk fluid milk 
Eroducts to the production of finished dairy products and the distri- 
ution and retail sale of such products to consumers. Virtually 
every dairy product that is produced in any substantial quantity in 
the United States is included in the product mix of the coopera- 
tives represented by the federation. 

The National Milk Producers Federation provides a vehicle 
through which dairy farmers and their cooperative marketing asso- 
ciations formulate policy on national issues which affect their abili- 
ty to produce and market milk and dairy products. The federation 
and its membership seek to establish conditions under which farm- 
ers can join tc^ether to market their products in stable markets at 
prices which are reasonable to both pix}ducer8 euid consumers. 
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Since its founding in 1916, the federation h£is worked with Con- 
gress and the executive agencies to ensure the adoption of laws and 
the implementation of policies to further these basic goals. 

The federation has long supported the child nutrition programs, 
the elderly nutrition programs, and the others that are a part of 
our national nutrition policy. Our active support of the nutrition 
programs dates back to the 1960's when many were first authorized 
as the nation began to confront hunger in America. 

Farmers in this country realized that the bounty we produce 
needs to be purchased in commercial sales whenever possible to 
maintain our prices but that we had an obligation to suTOort pro- 
grams whereby food for the needy was made possible. Therefore, 
the federation has supported the creation and funding of these pro- 
grams for over 20 years. 

The National Milk Producers Federation fully supports the com- 
modity distribution program as an important part of this nation's 
national food policy. As one of the companion pr(^rams to the agri- 
culturEil price support mechanisms to assure adequate food produc- 
tion, the commodity distribution program is the most direct link 
between the producer and the nutrition programs. 

Every developed nation which has stabilized production flnds 
that in order to avoid food shortages, limited surplus production is 
inevitable. The commodity distribution program moves our surplus 
food supply directly to the segment of the population needing food 
Eissistance. 

This program is, without doubt, beneficial to agricultural produc- 
ers. In 1985, approximately $2 billion worth of food products, of 
which 60 percent were dairy products, or $1.2 billion, were contrib- 
uted to and utilized by the nation's nutrition programs. On the 
other side of the equation, America's elderly, children, and needy 
benefited from the surplus removal programs through receipt of 
the $2 billion worth of food products for the feeding programs. 

As for cost effectiveness, the commodity distribution program ef- 
ficiently utilized America's agricultural bounty through the nutri- 
tion programs, providing about 20 percent of their total budget 
with little cost to their operations. 

As has been pointed out here today, the commodity distribution 
pr(^am has a dual purpose. The first, which I have touched on, is 
the use of the program as a companion to our agricultural price 
support and stabilization programs for farmers and ranchers. The 
second purpose of the program is to move the surplus commodities 
into our national nutrition programs, and that is why we are here 
today in support of H.R. 1340. 

The federation does not view the commodity distribution system 
as a one-way street or, as some would like to say, a dumping 
ground. We want it to work for the mutual benefit of the producer 
and the nutrition programs that utilize the food every day in feed- 
ing millions of people. 

We have been aware that some nutrition program directors have 
complained about the administration of the program. We are sym- 
pathetic. I doubt that any of our cooperatives would appreciate re- 
ceiving shipments of bulk supplies months after anticipated and 
long afi«r the product could fully be utilized or economically 
stored. 
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Schools and other feeding programs are under increasing pres- 
sure to be cost-effective and competitive. We respect the directors' 
need to be professional managers and wish to help implement the 
many program improvements they have recommended. 

The timeliness and advance notice of the shipment of the com- 
modity is but one of the many concerns program directors have ex- 
pressed and are, therefore, addressed in H.R. 1340. The long list of 
commodity and farm organizations that support these changes re- 
flect our desire to make sure the program is not a one-way street. 

H.R. 1340 provides the opportunity to improve a beneficial pro- 
gram with little additional budgetary impact. Under the dairy 
price support prc^ram, surplus dairy products are purchased and 
stored by the Government through the Commodity Credit Corpora- 
tion. While dairy price support program purchases have declined 
dramatically in calendar year 1986 and will continue to fall in 1987 
due to the whole herd buy-out program, there will still be product 
available for the nutrition programs. 

Other agricultural commodities are purchased by the Govern- 
ment throi^;h other support mechanisms. Beef, fruits and vegeta- 
bles, fowl, and other food-stufTs are bought on the open market by 
the Government when prices become soft. Section 32 funding, ac- 
crued through tariffs on foreign imports, provides the financial 
mechanism to buy the products. Therefore, this committee has an 
opportunity to improve a program that is vital to the nutrition pro- 
grams and the nation's producers with little budgetary impact. 

Before concluding my statement, Mr. Chairman, I would like to 
request consideration of two changes in the legislation. The first 
would be to delete language on page 3, lines 5 through 7. 

As you perhaps are aware, the current process of issuing dietary 
guidelines for Americans creates serious problems for many ^ri- 
cultural organizations, including the National Milk Producers Fed- 
eration. Since we are attempting to change the method by which 
these guidelines are issued in other legislation, we would prefer not 
to tie one more program to the current process. 

The second change the federation supports is adding language to 
H.R. 1340 which would ensure the continuation of the national 
commodity processing program. We have a copy of that amend- 
ment if you have not received it from other organizations. 

In conclusion, Mr. Chairman, the commodity distribution pro- 
gram should not be a one-way street. H.R. 1340 is an opportimity to 
improve a program that has well served a dual purpose for many 
years. It is not often that public policy is effectively joined together 
for mutual purpose, but Congress, in its wisdom, created the com- 
modity distribution program and needs to do some fine-tuning of 
the program to improve its administration for the benefit of our 
nutrition programs. 

Thank you for the opportunity to express the support of the Na- 
tional Milk Producers Federation for H.R. 1340. 

Mr. pANETTA. Thank you very much, Mr. Martz. 

Ms. Kobell. 
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STATEMENT OF RUTH E. KOBELL, LEGISLATIVE ASSISTANT, 
NATIONAL FARMERS UNION 

Ms. KoBELL. Thank you. 

I am Ruth Kobell, legislative assistant for the National Farmers 
Union, a general farm organization with members spread across 
the heartland of America. 

I am happy to report that the National Farmers Organizatfcn, 
another general farm organization, has asked me to make it clear 
that they also are in support of H.R. 1340, the Agricultural Com- 
modity Distribution Act of 1987, although they were not able to be 
represented here today. 

As has been reviewed, the central objective of the commodity dis- 
tribution program is to stabilize, to some extent, a limited number 
of agricultural markets and to improve prices of many commodities 
which are not otherwise protected by Federal legislation. Current- 
ly, we are talking about some $2 billion, and the case has been 
made that this is not a large part of farm production, but we be- 
lieve it is an important part and an important tool to be used. 

We believe that a major impact of the program has been to be 
able to target purchases to make the most effective use of the 
outlay of funds. This is directed toward temporary overproduction, 
thereby supporting growers' prices by removing any marginal part 
of local supply. 

Certainly, farmers must rely on a price that will cover the pro- 
duction of their commodities if they are to stay in business, and we 
have a demonstration today addressed in other legislation of what 
happens when farmers do not get a price that allows them to stay 
in business. We also recognize that the costs of such efforts must be 
within the realm of reason. 

I WM interested that we referred to the problems we have in de- 
livering beef. Certainly, part of the direction of this committee and 
of Congress, I think, was when they authorized the dairy herd buy- 
out pr(^ram that it not unduly affect, if possible, the beef produc- 
ers' market, and you have used this mechanism to double the pur- 
chase of beef and direct it into this and other feeding programs. 

We recognize that farmers have no control over weather and 
little control of other production aspects of farming and that some- 
times because everything does come together in good shape, they 
do have more than the market will absorb. If pie cherries are in 
good supply in Michigan, they have to be picked and gotten to the 
cannery before they split and they are unusable. They also have to 
be gotten out of that pipeline before the next crop comes along, be- 
cause you don't stop production unless you cut down the trees, and 
that isn't a very productive long-term goal. 

It i^: Dart of the challenge, I believe, of maintaining a stable and 
abundant supply of food for our consumers in this country to pro- 
tect the ability of farmers to continue to produce. Our organization 
has supported this progreun and other nutrition prc^ams over the 
history of legislative action. 

We believe that the proposal to shift this program to either a 
commodity letter of credit or, in some cases, to cash it out would 
lose much of the effectiveness. After all, if you simply had a CLOG 
to purchase cherries, it might be the Bing cherries of Montana 
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which might be in short market supply or Queen Ann's. Certainly, 
the pipeline effect would not react immediately to the problem that 
Michigan producers experience. 

We think that a CLCK^ prt^am probably would be difficult to 
monitor accurately to measure the nutritional guidelines if that is 
mandated. There probably would be a tendency to use more pre- 
pa|ed foods. It is hard to monitor salt content and other things in 
that. It also likely would cut the effectiveness of the support for 
farmers, because a good deal of the outlays would be used in the 
processing of the program. 

So, we recognize that this program is a supplement to school 
budgets. It is not a replacement. Certainly, school districts and 
other programs provide the basic budget support, but this supple- 
ments the nutritional strengthening of these programs. 

But we think it is also important that this provides the backbone 
of a delivery system, and perhaps the delivery system has not been 
as effective as we would have liked, but we think that it needs to 
be improved so that we don't throw the baby out with the bath 
water. 

We must remember that there are a number of progreims that 
piggy-back on the basic delivery structure here and that those are 
themselves important to other groups. It has been mentioned that 
this helps the school breakfast program, the child care, the 
summer feeding programs, needy families among American Indi- 
ans, the temporary emergency food assistance program, $125 mil- 
lion per year to elderly nutrition support. 

In addition, in 1982, USDA's food distribution program for chari- 
table institutions helped provide meals for approximately 1 mUIion 
people in 840,000 charitable institutions which did not participate 
in other commodity distribution programs. They included meals on 
wheels, community kitchens, homes for the aged, correctional insti- 
tutions offering rehabilitative activities, group homes for the men- 
tally retarded, and nonprofit hospitals. 

We believe that it is important to maintain a delivery system 
that can serve these users as well. 

Someone else has mentioned the value of maintaining supplies of 
commodities through our school lunch program for disaster relief 
in case of a hurricane or other disaster when transportation is dis- 
rupted. The fact that you have some commodities stored out there 
in the school and that you have perhaps a plant that can operate 
may be the readiest way to meet the crisis needs of people who 
have been left homeless. 

In any event, we hope that, with our cooperation with the con- 
sumers of this program, we will be able to urge the Secretary to 
move with all possible haste to bring this program into an effective 
and efficient operation so that it can continue to serve the multiple 
uses for which we believe it has been successful. 

Thank you very much. 

[The prepared statement of Ms. Kobell follows:] 
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Buth E. Kobcll 
Laglilstlv* Aaslscant 
Hatlonal Fimrs Union 



Hous* CoBBlCt** on Agrlcultur* 

Subccnalttaa on Douaclc Harkatlng, ConBuiiar KelBtloaa, 

and Nutrition 

BEGARDIHC 

Aarlcultural Conaodlty Dlatrlbutlon Act of 1987 

March IS, 1987 

Mr. Chalraan: 

I an Ruth E. Koball, Laglslatlva Aasiscant, National Fanara Union, 
600 Harylaad Avanue, S.W., Waablngton, D. C. 20024, tepcaschclng fan 
famillaa across tbs baartland of Aaarlca. He sppaar Id support of 
a.S. 1340, Che Agricultural Coanodlty Distribution Act of 19S7. 

I an happ; to report that tbs Matlonal Faraars Organiiatlon aakad to 
Join In support of Cbla laglalatton, although tbstr repTtsancatlva waa not 
abl* to appear In persoa bafore you today. 

A central objactlvc of tba coaaodlty distribution program as stated In 
tha lav. Is to acablliie agricultural narkacs and laprova farm prices. Fot 
tbs last 45 ysars. It has sarvsd the dual purpoae of reBovlng agricultural 
co^Mdltles fron tbs msrkst and directing then to fsdarslly supported nutrition 
' pTOgTSBB, Che largeat of wblcb Is tha School Lunch progcan. 

Currently, the U.S. Departnenc of Agriculture spends naarly fZ billion 
a year In targacced coHiodlty purchaaea for distribution, close to half of It 
In a variety of dairy products. 

But a aajor liipact of tba prograa haa been to be able to target purchaiaa 
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of lirgaly unsupportad ■gclculturil producta In iTaa* of taaporary ovarproilucttDn, 
tharaby lupportlng tha grouar's prlc* by raaovlng ■ HTgliuil pare of tha local 
supply. 

Ua ballava that aaaurlng tha Sacracary of AgTlcultura the flaxlblllCy Co 
targat puccbaaa* and aaauca coniuapclon ot tbla aurplua food Is an afflclant 
and affacclva ua* of tax dolUra. Tot tnacanca. in ISSS about tl46 Billion vaa 
■par.t on putchaaa of baaf but Id 1986. tha govamaant oai axpactad to buy aoaa 
t3S0 Billion pounds of baaf. dua Co cha alaughcar of larga nuBbara of dairy 
coHS and tha dlraction of Coograaa that ataps ba takan to thac Cha dairy hard 
buyouc not unduly dapcaas tha btaf Barkac. 

Faraeca have little ot no control over vaathar and other conditions that 
•ffacc harvest levals of Chelr production. A bountiful crop of red pie 
cherriee in Hlchigan Buat be picked and rushed to the cannery If they are Co be 
saved. And they Buat be reaovad froa chc ecorage ahelvaa to nsk* way for the 
next crop. The co^udity dlatrlbutlon purchaae can aov* thaa Into tha 
nutrition prograas during the tlae of greatest dansad and clear the pipeline 
HithouC unduly depreaslog the grower's prlc*. AfCST all. you can't atop 
production of a cherry tree on* yasT Hlchout cucclng IC daini> Cfaus dastroylng 
productive capacity for the yeara ahead. Though that say aaea a alapllsclc 
sxaaple. It te bselc to cha canCTsI challenge of aalntalnlng an abundant and 
stabta supply of food for all our nation. 

National Faraera Doion dalagatas aectiag In convention at Fort Horch, Taxas 

on Hatch 1-4, 1987, adopted the following policy Btateatnt rslatlog to thla 

prograa: 

cribution Fro gtaa which target* purchssas 
urpluB coaKditlea, half of which are not 

ed, should be continued to target the reaoval of 

y Bttengthenlng ch 

pose Bubatituting 

■ and other progra 
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In clu 19S1 Food ind AgriculCura Act, Congtais dlraccad that a atudy ba 
■ada of tha lupsct of a shift froa coBBOdltles to cash oc lattera of credit 
(CLOC). • proposal Driglnally put forth In the aarly 1970b, 

In Ma;. I9S6, USDA laauad a raporc of tha atudy wtalcb obsarvcd Chat > 
cbanga to cash aid ot cradlta would anabla achool dlatrlcta to raduce tha food 
invantoTlaa iifalch thajr carry durlni tb* school yaar. 

In tha 60 achool dlattlcta uaad aa taat altaa In cha 1981 atudy> thar* was 
a tandanc; to shift suay froB bssf and poultry, stray froa >llk. with Increased 
use of prepared fooda. auch as pliiaa, Mexican fooda, bakery gooda and fruit 
Julcaa, thuB decreasing Che tsrgeCed Impact of surplus coimodlty renovBl. The 
Candency to buy prsparsd foods tstbar th^n raw cooodltlea could cut tbs 
farvar'a ahara of food purchaaed by as such as 50X. 

MutTltlonally. ths lapsct of dcaonstratlon purchases under cash ot CLOC 
waa. becsusa of tha tendency towarda prepared fooda, Chat w>r« aalt was auppliad. 
lass fat. Icee Iron, but no appreciable change In consuaptlon of sugar, fiber. 
■Dd vltanlns. 

The Co^udlty Distribution Progran baa been dsvaloptd Co aupplenent che 
budgsts of school lunch and other nutrition pcograu, and we believe it has 
■oae Bsrksc pronotlon effect In exposing young people to a wider variety of foods. 

Va believe a CLOC ptograo would be aipensiva and difficult to nonitor to 
aaauri coapliance with even cha generic product called for. For Inatsnct. a 
CLOC for chsrrlea, night well uee other than tha eour pla cherriee which wars In 
surplae In Kichigan, and Bight well go to cherry pies that alght or night not 
have the apacifiad nuBbar of cherriee celled for In the purchaae order. 

The Food end Drug AdMlnlatrstlon hss e pretty good record of Bonitoring 
tb« safety of our food supply and U.S. producers ar* anxloua that tha increaalng 
quantities of laported food be required to BSet U.S. quality snd safety standards. 
But there is ssTloua qusstion whether FDA can adcquecely Bonitor whether 



jvGooi^lc 



tapoTtcd bTOCGoll lua btto (pTay*d with DDT. Aad It may ba difficult for 
thi school food ■•rvlca admlolatiator to knov iifaachar tha baaf In ■ pot pla 
li froB Australia or North Dakota, and tha coaiato aauca In ■ pliia Is ftm 
Indiana ar Spain. 

Although tha Schiwl Lunch Prograa la 
a nuBbai of other faadlng prograMa oaka ui 
brsakfait, child eara, au^r faadlng pro) 
Indians, and tha Taaporar; bargancy Food 
AdalnlatTitlon la Intant on killing. Aboi 
•IdtrlT nutrition support. 

In 198!, USDA'a Food Dlatrlbutloa Progrsia fr 
hslpad provide naala for approxlnataly 1 nil lion paople 
Inatltutlona which do not parclclpata In other cooaadltj 
Tbay Included HeslB-on-Uh**lB prograsa, co^nlc; kitcb 
corractlonBl lost 1 tut lona of far! 
tha ■wncally retarded, and hoapltala thai 

The atate delivery aysteaa uhich 
severely ueakened or deatroyad If tha voluaia of coaaodli 
lunch programs wars routed through co^urclal channels I 
paynanta. These dallvary systans 

and c'oatly In soma Inatancea. But it aaana to ua it is 
authority te tbs Secretary of Agrleultura to work with a 
systena rather than to "throv out tha baby vlth the bath 

Another bsnafit of naintalnlnj 
fscilitlCB la having food avallabli 
hurrlcanss which may tenporarlly wlp< 
the vary clM when central feeding 
be SD iBportant aupport of our national defr 



r of donstad coBBodltle 
rca. Including school 
faBlllea anong Anerlcan 
CBB (TEFAF) which tba 

able Institutiona 
a 8,400 charltsbla 
diatrlbution programs, 
boats for the aged, 
a, group hoBBS for 
long-term health care 
OBB INiuld be 

supplied to school 
ae of CLOC or caab 
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Tbla laglBlatlon, I 
tb* dellvary and adBlDli 
coaplalnt* of Cbi adalnl 
basun. Kc undeEBtandi bj 

Wa UT|a tha Co^tl 
claat algnal of tha cool 
coMudlCy dlatrlbutlon progru, 
■■slat agricultural produci 
and w>vlDg aaipluaaa Into i 



, outllnaa apaclfle actions to atraogthan 
)f chft fTogram. Thaaa pinpoint Msn; of Cha 
vbo use the coKodltles and action haa already 

DSIU adalnlatratora to laplaaent thasc iBprovaaanta ■ 
for aarly paaaage of this laglalatlon aa a 

ig coaaltaent of tha Congraas to tha agricultural 

In aacQTlng a fair prlca for chair production 
^active conauBptlon. 
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Mr. Panetta. Thank you very much for your testimony. 
Now we are all anxiously awaiting the Rg recipe from Mr. Doug- 
las. 
Welcome, Richard. It is nice to have you. 

STATEMENT OF RICHARD DOUGLAS, VICE PRESIDENT, PITBLIC 
AFFAIRS, SUN-DIAMOND GROWERS OP CALIFORNIA 

Mr. Douglas. Thank you, Mr. Chairman. 

First of all, I would like to take the opportunity to thank you, 
Mr. Chairman, and members of the subcommittee for holding these 
hearings. For the record, I am Richard Douglas, vice president of 
Sun-Diamond Growers of California. Sun Diamond is a federated 
cooperative made up of Sun-Maid raisins. Diamond walnuts. Valley 
figs, Sungweet prunes, and Organ hazelnuts. 

In addition, Mr. Chairman, I serve on the board of directors of 
the Agricultural Council of California. The Agricultural Council 
represents over 60,000 farm families throughout the Central Valley 
of California as well as over 62 agricultural cooperatives. 

I am here today to speak in support of H.R. 1340. 

Over the years, Sun-Diamond has provided commodities to the 
school lunch program and other needy feeding programs. We view 
this particular market as we do any commercial market. It is very 
important to us. 

One of the thinpi that we do in each of the boxes of commodities 
that leave any of our companies is include a recipe booklet, ways 
on how to utilize the commodity that we are shipping to the school 
lunch program or feeding pri^ram. On the question of fig nu^ets, 
at the 1984 American School Food Service annual meeting in 
Philadelphia— I think it was 1985— we had a booth at the conven- 
tion stafTed by Sun-Diamond personnel, because we understood 
that tig nuggets was a new commodity, a new product in the 
schools, and we actually had test commodities or test products 
there whereby we demonstrated how fig nuggets could be used. 

If you did not get any recipes, I would be more than happy to 
provide you with some. 

Mr. Chairman, under the commodity donation program, the Sec- 
retary of Agriculture is authorized to purchase agricultural com- 
modities which are in oversupply and direct them to the nation's 
feeding prc^ams. 

Producers of raisins, walnuts, flgs, prunes, and other specialty 
crops that come out of California are not elided through Federal 
Government price support programs. Therefore, a timely purchase 
of commodities for these domestic feeding programs by the Secre- 
tary of Agriculture is the only manner in which the Department of 
Agriculture is able to respond effectively to the wide swings in pro- 
duction and price that characterize many segments of the Ameri- 
can farm economy. 

In summary, Mr. Cheurman, many of the points that I have cov- 
ered in my testimony were covered in your opening statement and 
by people who spoke before me. However, in summary, Sun-Dia- 
mond Growers as well as the Agricultural Council of California 
strongly support the current commodity donation program. We do 
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so because it benefits America's farmers and rural communities, 
and I underscore rural communities. 

At the same time, it also eillows the Department of Agriculture 
to purchase wholesome and reasonably priced U.S. grown commod- 
ities, not foreign commodities, not the commodities from countries 
that subsidize their producers and export those commodities into 
the United States that drive our farmers into bankruptcy, but this 
program buys U.S. grown commodities. 

Among the various proposals that are being thrown about, cash, 
commodity letters of credit, there is no guarantee that those school 
districts will buy U.S. produced commodities and support rural 
areas in America. So, for that reason alone, Mr. Chairman, we are 
firmly in support of this legislation. 

We commend you and the committee for having the insight to 
see that the program needs fine-tuning. I have worked at the De- 
partment of Agriculture for several years, and I know that right 
now we have two different Assistant Secretaries and one Under 
Secretary that have the responsibilities for overseeing this pro- 
gram. In that bureaucratic mess, it is a wonder that the program is 
running as it is today, but I think under the leadership of Secre- 
tary Lyng, he has been able to provide the impetus to correct any 
deficiencies that may be in the program. 

So, Mr. Chairman, that summarizes my testimony. Thank you, 
Mr. Chairman. 

[The prepared statement of Mr. Douglas follows:] 
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Richard Douglas 

Vice Ptasident, Public Affairs 

Sun-Dianond Growers of California 



BEFORE THE SUBCOMMITTEE ON DOMESTIC HARXBTIHG, 

CONSUMER RELATIONS, AND NUTRITION OF THE 

HOUSE COMMITTEE ON AGRICULTURE 



STATEMENT OF SUN-DIAMOND GROWERS OF CALIFOIINIA 

REGARDING H.R. 1340, the "AGRICULTURAL 

COMMODITY DISTRIBUTION ACT OF 1987 



Mr. Chairman. w« thank you for the opportunity to 
present out views to your Committee on the Agricultural 
Commodity Distribution Act of 1987. I am Richard Douglas, Vice 
President oE Public Affairs for Sun-Diamond Growers of 
California. For the record, Sun-Diamond Growers of California 
is a federated processing and marketing cooperative consisting 
of Sun-Maid Growers oE CaliEornla, Diamond Halnut Growers, 
Sunsweet Growers, Inc., Valley Fig Growers, and Organ Razelhut 
Growers. 

Over the years. Sun- Diamond has supplied commodities, 
including raisins, walnuts, prunes and figs to the U.S. 
Department of Agriculture (U5DA) Commodity Donation Program. 
We view this program as one oE the most important programs 
administered by the U.S. Department oE Agriculture. Under the 
Commodity Donation Program, the Secretary of Agriculture is 
authorized to purchase agricultural commodities which are in 
oversupply and direct them to the nation's nutrition programs. 
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This ptogcan has a two-fold b«nefit — (1) buying conunodlties 
at a tiina whan an agricultucal Induatcy Is daprassed due to 
ovacsupply oi othar acononic conditions, and (2) providing 
•fholesoma, raasonably priced agricultural products to the 
school lunch program and other needy feeding programs. 

Producers of raisins, walnuts, prunes and figs ate not 
aided through the federal government price support programs. 
Therefore, a timely purchase of commodities for these domestic 
feeding programs by the Secretary of Agriculture is the only 
manner in which the Department of Agriculture is able to 
respond effectively to the wide swings in production or price 
that characterize many segments of the farm economy. In short, 
Sun-Diamond strongly supports the current Commodity Donation 
Program because of the benefits not only to the producers, but 
the ability to purchase wholesome and reasonably priced 
commodities for the nation's feeding programs. 

Nevertheless, we are aware that there have been 
numerous criticisms by some of the parties who deal directly 
with the Commodity Donation Program. He are aware that there 
have been complaints over the years involving transportation, 
storage and handling, delivery dates, packaging, and other 
concerns associated with providing food to the ultimate 
consumer under these programs. During the last several years, 
there have been proposals to cancel the Commodity Donation 
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Program and move to either a *cash-ln-li«u of comnoditlesi* or 
'conunodity letter of credit' piogran. We b«lleve that this 
would be a grave nlstak«. However, we also understand that the 
program can always be improved. While our overall experience 
with the program has been extremely satisfactory, we> too, have 
had experience where timelier decisions and better 
communication could have provided for more efficient operation 
of the program. We also recognize that the responsibilities of 
administering this program are diffused within USOA between the 
Agricultural stabilization and Conservation Service, the 
Agricultural Marketing Service, and the Food and Kutcition 
Service. Nevertheless, our experience with USDA personnel at 
all levels of operation have been extremely posltivei they are 
knowledgeable and have a deep conunitnent to the efficient 
maintenance and operation of this program. 

With specific reference to H.R. 1340, Sun-Diamond 
believes that the modifications contained in these amendments 
should enhance the operation of the program. We believe that 
such legislative perfections should be made to the program, 
rather than wholesale changes in the form of the "oash* or the 
'commodity letter of credit' alternatives that have been 
suggested. Also, we believe that the establishment of an 
advisory council on the distribution of agricultural 
commodities and food products donated by USDA is a good idea. 
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This council, under the direction of the Secretary of 
Agriculture, should be able to identify ways to continue to 
perfect the current program. One caveat in review of these 
changes Is that we would not want to see the Secretary's hands 
tied in such a manner that he would not be able to respond 
quickly and effectively to move excess supplies at the time of 
harvest or as a result of some other market disruption, such as 
unfair trade practices. With these comments in mind, 
Sun-Diamond supports H.R, 1340. 

In our opinion, the school lunch program and other 
needy feeding programs are as important to our business as any 
other market. We strongly support the current Commodity 
Donation Program. This programi which has been in effect for 
decadeSf has served the farmer and the ultimate consumer well. 
Through the use of this program, the Secretary of Agriculture 
can use his large volume purchasing power to assist farmers as 
well as our schools, institutions and emergency feeding 
programs. 

Hr. Chairman, we commend you and this Committee foe 
seeking ways to improve the performance and efficiency of the 
Commodity Donation Program. 
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Mr. Panetta. Thank you, Richard. You have provided another 
helpful insight into the need to coordinate this efTort. 
Mr. Walts, you may proceed. 

STATEMENT OF LEW WALTS, EXECUTIVE VICE PRESIDENT, 
NATIONAL TURKEY FEDERATION 

Mr. Walts. Thank you, Mr. Chairman. 

My statement is brief, but to make it even briefer, I will just go 
through it and pick out a few of what I think are the more salient 
paragraphs. 

Mr. Chairman, I am Lew Walts, executive vice president of the 
National Turkey Federation. The members of the National Turkey 
Federation are responsible for the production and marketing of ap- 
proximately 95 percent of the nation's turkey crop. Cedifomia, Mr. 
Chairman and Mr. Herger, ranks third nationally behind North 
Carolina and Minnesota in the production of turkeys. And I would 
like, if you would pass on to Mr. Emerson, his State ranks fourth. 
Mr. Olin, we are very proud of the Commonwealth; it reuiks fifth. 

So, I do feel very warm and comfortable here today seeing repre- 
sentatives from the third, fourth, and fifth turkey producing States 
sitting up there at the head table, so to speak. 

Mr. Panetta. They usually say Washington, D.C. has the largest 
number of turkeys. [Laughter.] 

Mr. Walts. I am not going to touch that one, Mr. Chairman. 

We are here this afternoon, Mr. Chairman, to lend our full sup- 
port to H.R. 1340. This is a thoughtful piece of l^islation, and it 
certainly deserves the support of all organizations interested in 
supporting American agriculture and the Federal nutrition pro- 
grams. 

The National Turkey Federation wants the commodity distribu- 
tion program to be responsive to the needs of recipient agencies, be- 
cause we want the USDA commodity distribution program to 
endure. In order to endure, it must be maintained and improved. 

Now, this program is extremely important to the turkey indus- 
try. Last year, the Department purchased approximately 18 million 
pounds of turkey for distribution to eligible recipient agencies. To 
go back a few years, say, to the mid-1970's and the very early 
1980's when the turkey market was below the cost of production 
and there were tremendous quantities of surplus birds out there, 
USDA purchased up to 4 percent of the turkey crop in some of 
those years. 

Now, 1 have to conclusively tell you that this had the effect of 
stabilizing the market and bolstering prices received by producers. 
It is our opinion that USDA's ability to enter the market directly 
has an extremely important producer price stabilization effect that 
the National Turkey Federation wants to maintain. 

As you know, Mr. Chairman, there has been some criticisms over 
the administration of the commodity distribution program, and 
there are those who would like to replace it with a letter of credit 
or commodity specific food stamp. It is our opinion, and we believe 
this veiy firmly, that neither of these systems will satisfy the agri- 
culture goals of the commodity distribution program and that is to 
enhemce prices paid to producers. 
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For example, distributii^ commodity letters of credit or commod- 
ity food stamps to something like 90,000 schools that can redeem 
these over a 3- to 6-month period will not have the market impact 
of the Secretary announcing a national purchase program when 
producer prices are low. 

I could go on and elaborate on that, but in the interests of time, I 
am not. However, in conclusion, Mr. Chairman, we commend you 
for introducing this legislation and for taking the time to hold this 
hearing. We believe the legislation makes important improvements 
in the operation of the commodity distribution program and will go 
a long way to address the concerns of the program's critics and, at 
the same time, maintain the price stabilization effect which is so 
important to the producers of £igricultural commodities. 

Now, if you will indulge me for just one moment, the frozen food 
people suggested several amendments for your consideration. I 
would like to address one of these just briefly. 

One of these amendments says "provide nutrient content infor- 
mation which includes identification of the amounts of fat, sugar, 
and s£ilt contained in all purchased commodities, raw and proc- 
essed, on all purchased commodity produce labels and fact sheets." 

Well, Mr. Chairman, we don't have any quarrel with the Depart- 
ment providing these kinds of information on a fact sheet that 
would be distributed to school lunch supervisors and administra- 
tors. But asking those companies who are bidding product into the 
program to also place this kind of information on their labels is 
going a wee bit too far, in our opinion. The reason we say this is 
that this would require these companies to print and inventory spe- 
cial labels that they would use only when bidding on school lunch 
product. 

So, this would actually work an economic hardship on the com- 
panies that are bidding on the product. 

Secondly, when the product would come into the school lunch 
kitchen, so to speak, and have this information on it, it would be of 
no value, because I would suspect that those persons actually work- 
ing in the kitchen of these cafeterias and serving institutions really 
do not have that kind of need for that kind of information with 
r^ard to nutrient content. 

So, I would suggest that this information be applied and distrib- 
uted only to the school lunch supervisors and the administrators 
who have an overriding interest in the nutrient content of these 
commodities. 

Thank you very much, Mr. Chairman. 

[The prepared statement of Mr. Walts follows:] 
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STUEHENT 

OF THE 

NATIONAL TURKEY FEDERATION 

BEFORE THE 

COMHITTEE ON AGRICULTURE 

UNITED STATES HOUSE OF REPRESENTATIVES 

MARCH 18, 1987 

Mr. Chairnmn, Members of the Cmmittee, I am Lew Walts, 
Executive Vice President of the National Tur)cey Federation. The 
members of the National Turkey Federation are responsible for 
the production and marketing of approximately 95 percent of the 
nation's turkey crop. California, Mr. Chairman, ranks third 
nationally in the production of turkeys, behind North Carolina 
and Minnesota. 

We are here this afternoon to lend our support to H.R. 
1340, the Agriculture Commodity Distribution Act ot 1987 . This 
thoughtful piece of legislation deserves the support of all 
organizations interested in supporting American agriculture and. 
the federal nutrition programs. 

The USDA Comnodity Distribution Program can be traced bacS< 
to 193S and the enactment of Section 32 in Public Law 74-320. 
Just because It has been with us for a while, however, does bs>^ 
mean that we should take it for granted. Like all successful i 
institutions it must adapt and change from time to time. J 
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The school food service market has changed draatlcally in 
the last decade. Open school campuses, children nmking more of 
their own decisions at an earlier and earlier age, and the 
"offer versus serve" school lunch rule, mean that the commodity 
Distribution Program must change if we are going to continue to 
satisfy one of our most important custc»ners - - the nation's 
school children. 

The National Turkey Federation wants the Coimtodity Distri- 
bution Program to be responsive to the needs of recipient 
agencies because we want the USDA Comnodlty Distribution 
Program to endure. In order to endure. It must be maintained 
and improved. 

The USDA Commodity Distribution Program is extremely 
Ijcportant to the turkey industry. Last year USDA purchased 
over 18 million pounds of turkey for distribution to eligible 
recipient agencies. In the mld-1970's and early-lSSO's, when 
the turkey market was below the cost of production and there 
were surplus birds, USDA purchased up to 4 percent of the 
turkey crop in some of these years. This had the effect of 
stabilizing the' market and bolstering prices received by 
producers. USDA's ability to enter the market directly has an 
extremely important producer price stabilizing effect that the 
National Turkey Federation wants to maintain. 
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In addition to Its econcmlc inportanca, the cmmodlty 
pcogram provides an Important nutrition education function. By 
exposing our young people to good, nutritious, domestically- 
produced foods at an eacly age, we are also educating our 
customers of the future. 

As you )cnow, Mr. Chairman, there has been some criticism 
over the administration of the Commodity Distribution Program, 
and there are those who would like to replace it with a letter 
of credit or coranodity specific food stamp, we do not believe 
that such a system will satisfy the agricultural goals of the 
Commodity Distribution Program... to enhance prices paid to 
producers . 

For example, distributing commodity food stamps to 90,000 
schools that can be redeemed over a three to six-month period 
will not have the market impact of the Secretary announcing a 
national purchase program when producer prices are low. 
Further, stamps can get lost, not be used, or worse - - fall 
into the wrong hands, when used for a substitutable comnodity 
in a processed food it will be impossible to ensure that the 
original comnodity Is domestically produced. We could wind up 
with ground beef stamps being used to buy pizza topped with Hew 
Zealand beef, rather than American grown beef. You could make 
this practice illegal with a "Buy- American" provision, but 
policing will be impossible. 
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For all these reasons, we comnend this Conmittee for Its 
support of H.R. 1340 and for taking the time to hold this 
hearing. We believe this legislation [na)ces In^tortant Improve- 
ments in the operation of the Commodity Distribution Program 
and will go a long way to address the concerns of the program's 
critics and at the sane time, maintain the price stabilization 
effect which Is so iti^ortant to the producers of agricultural 
conmoditles . 

Thank you very much for the opportunity to appear this 
afternoon. I will be happy to answer any questions. 
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Mr. Panetta. Thank you very much, Mr. Walts. We appreciate 
those comments. 
Mr. Gri^s. 

STATEMENT OF H. RANDALL GRIGGS, EXECUTIVE SECRETARY. 
ALABAMA PEANUT PRODUCERS ASSOCIATION 

Mr. Griggs. Thank you, Mr. Chairman eind members of the sub- 
committee. 

My name is Randy Gr^;s. I am executive secretary of the Ala- 
bfuna Peeinut Producers Association located in Dothan, Alabama. I 
am here also representing the Peanut Advisory Board which is 
comprised of the Georgia Peanut Commission, the Florida Peanut 
Producers Association as well as our own organization. 

The PeEinut Advisory Board functions as the national promotion- 
al arm of these three States, and a substantial portion of our pro- 
motional efforts are geared toward school food service. Our three 
States traditionally produce approximately 65 to 70 percent of the 
nation's peEuiuts, and approximately one-half of the nation's domes- 
tically marketed peanuts are used in the manufacture of peanut 
butter. This represents about 600,000 tons of production to south- 
eastern producers. 

The commodity distribution program utilizes over 52 million 
fanner stock pounds of peanuts in the form of peanut butter, roast- 
ed peanuts, and peanut granules; 75 percent of this is peanut 
butter. 

To agriculture, the commodity distribution program has two im- 
portant functions. First, for many commodities it represents the 
method for the Government to help alleviate to some degree sur- 
plus production that causes extra Government costs and depressed 
farm prices. This is especially true for highly perishable products. 

Furthermore, the program has the flexibility to target these pur- 
cheises to specific production areas when advantageous. This was 
referred to by several other commodity groups here today. 

The second point is the area the peanut producers feel is most 
important to our industry. The commodity distribution prt^am is 
an excellent market development tool for American agricultural 
products. School food service reaches practically every child who 
attends the public education system. It is durii^ these formative 
years that many of the tastes and preferences are acquired that 
they carry into adulthood. 

While delivering wholesome, nutritious meals is paramount, it is 
very important that they be exposed to the products that have 
made our country's agricultural production the envy of the world. 

Peanut butter, for example, is an identifiable tradition that is 
wholly American in nature. There are few countries around the 
world that have peanut butter available. 

Those few that market the product do not have the universal ac- 
ceptance that we do in the States. Americans have a strong ftffec- 
tion for peanut butter because they know it is nutritious and con- 
venient, and it is a food that they grew up with. Because of our 
wide and diverse heritage, there are mauiy kids that would not 
have developed a taste for pesinut butter if it had not been for 
' nool food services. 
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Today, Americans consume over 780 million pounds of peanut 
butter a year. Kids having grown up with peanut butter is the pri- 
mary reason. School lunch combined with Saturday mornii^ adver- 
tising deserves most of this credit. 

Adults who grew up with peanut butter represent two distinct 
markets to us. They buy it first for the kids because it is nutritious, 
convenient, and the kids love it. They eiIso buy it for themselves 
and represent a growing market of adult peanut butter consumers. 

The commodity distribution program is also cost effective. Every 
evaluation of a Government program, sooner or later, has to con- 
cern itself with the cost. The commodity distribution program will 
continue to deliver the least unit cost of a product to alternative 
programs proposed over the years. Furthermore, the USDA main- 
tains the control to be sure that the products that are requested 
fire the products that are being delivered. 

While there are improvements that can be made in practically 
any program, the concepts that are addressed in the needs essen- 
tifdly should remain intact. That is what H.R. 1340 is seeking to 
accomplish. It is an honest and sincere effort by interested parties 
in the commodity distribution issue to allow the USDA to make re- 
finements that would improve the commodity distribution program 
to everyone's benefit. 

Mr, Chairman, on behalf of the peanut producers of the South- 
east emd the Peanut Advisory Board, I express my appreciation to 
you for allowing our testimony. I hope your committee will contin- 
ue to support the commodity distribution program that reaches and 
benefits so many,. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Griggs follows:] 
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Mr. Chaliaan, nsBberm of the CeoBltt**, ladlei and 
9ttntleBen, It ia a pleaaure to appear before you today aod 
present our comments on the Commodity Distribution Progcaa. Hy 
name la H. Randnll Grigqs an6 I am Executive Secretary of th« 
Alabana Peanut Producers Association located in Dothan , Klabana. 
I am also representing the Peanut AdvisoTy Board, Which la 
coaprlaed of the Georgia Peanut Commission, the Plordla Peanut 
Produccra Aaaoclatlan and our organ! lat ion. 

The Peanut Advlaory Board functiona aa the national 
proootional am of the threa atatea, and a aubatantial portion o£ 

promotional efforts are geared toward achool food aervicB. Our 
three etatea traditionally produce approxlnately GS to TO percent 
of the nation's peanuts (19B6 Southoaat production - 1.175 
Billion tons . Approximately one-half of the natlon'a 
domestically Marketed peanuts are used in the manufacture of 
peanut butter. This repreaents about 600,000 tons to 
Southeastern producers. 

The Coonodity Distribution Program utilises approximately 
52,3 million farmer stock pounds of peanuts in the fom of peanut 
butter, roasted peanuta and peanut granules (S1S,970,3GD In 
finished product). Seventy-five percent of this Is peanut 
butter. 

I would like to take a few minutes to address the Consiodlty 
Distribution Program from the perspective of its enhancMsent to 
agriculture, and partlcularily peanuts. I am sure thst you will 
hear comments on its value to the school food service industry 
from the experts in that field. 

To agriculture, the Commodity Distribution Program has two 
Important functions. First, for smny commodities it represents a 
method for the government to help alleviate to some degree 
surplus production that causes excess government costs and 
depressed farm prices. This would be especlslly true for highly 
perishable products. Puthermore, the program haa flexibility to 
target these purchases to specific production areas irtien 
advantageous . 

The second point is the area that peanut producers feel is 
the most important to our industry. The Commodity Distribution 
Program Is an excellent market development tool for American 
agricultural products. School food service reaches practically 
every child who attends the public education system. It is 
during these formative years that many of the taste and 
preferences are acquired that they carry into adulthood. Hhilc 
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important that th«y be exposed to the products that have nade our 

country's agricultural production the envy of the world. 

Peanut butter for example, la an Identifiable tradition 
that is wholly American In nature. There are few countries 
around the world that have peanut butter. Those few that market 
the product do not find the universal acceptance that we do In 
the state*. lunerlcans have a strong affection for peanut butter 
because they know it's nutritious and convenient, and it is a 
food that they grew up with. Because of our wide and diverse 
heritage there are many kids that would not have developed a 
taste for peanut butter if it were not for school food service. 

Today Knericans consume over 7B0 million pounds of peanut 
butter annually. Kids having grown up with peanut butter are the 
prinary reason. School lunch combined with Saturday morning 
advertising deserve the credit. Adults who grew up with peanut 
butter represent two distinct markets. They buy it for their 
children because it's nutritious, convenient, and kids love it. 
They buy It for themselves and represent a growing market of 
adult peanut butter consumers. 

The CoDunodity Distribution Program is also cost effective. 
Every evaluation of a government program, sooner or later, has to 
concern itself with the cost. The Coinniodity Distribution Program 
will continue to deliver the least unit cost of a product than 
the alternative programs proposed over the years. Furthermore, 
the USDA laintains the control to be sure that the products that 
are requested are the products being delivered. 

While there are improvements that can be made in 
practically any program, the concepts that are addressing the 
needs successfully should remain intact. That is what House Bill 
1340 is seeking to accomplish. It is an honest and sincere 
effort by interested parties on both sides of the commodity 
distribution Issue to allow the USDA to make refinements that 
would improve the CcHnmod i ty Distribution Program to everyone's 
benefit. 

On behalf of the peanut producers of the Southeast and the 
Peanut Advisory Board, I again express my appreciation to you for 
allowing our testimony. I hope your Committee will continue to 
support this Conmodity Distribution Program that reaches and 
benefits so many. 

ThanX Ion. 
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Mr. Panktta. Thank you, Mr. Griggs. I appreciate your testimo- 
ny- It til extremely interesting to hear from the varioua groups that 
Jtave Hpoken on this issue about the impact that a pn^ram like 
thw can have in terms of those particular commodities and prod- 
uct that are produced. 

L«t me introduce for the record testimony from the United Fresh 
r ruit and Vegetable Association in support of H.R. 1340, the Na- 
tional Grange s testimony in support of this legislation, and the 
Kood Research and Action Center, which alao supports this legisla- 
tion. 

You have till bsisically commented on the CLOC proposal. Is it 
generally your feeling that this proposal would detract from the 
main thrust of what the commodity distribution prc^ram is ctll 
about if you provide a letter of credit? Is that your sense? 

Mr. Walts. Yes, sir. From the National Turkey Federation's 
point of view, that is true. We don't like the commodity letter of 
credit at all because we feel it will not make the type of impact on 
market values as will an announcement by the Secretary and the 
subsequent announcement by the Department of the quantities of 
produce purchased and the prices paid. If you go under a commodi- 
ty letter of credit, all that will be masked. 

Mr. Panetta. I see. 

Ms. KoBELL. It seems to me also likely that difficulties that could 
develop in trying to properly monitor a commodity letter of credit 
could move us perhaps closer to cashing out the pri^ram and I 
think probably another step to simply cutting back the support 
both for the schools and for producers. 

Mr. Panetta. I guess the thing we have to keep a focus on is 
that this was really a dual purpose program. Obviously, part of it is 
to feed children as well as to buy food for children, and that is an 
important part of it. The other part of the program is to reduce 
surpluses and to try to help the farmer in that process. You have 
to keep your eye on both of those parts if this program is going to 
work. 

Mr. Douglas. Mr. Chairman, in your opening remarks, you com- 
mented on the dual nature of the program and how, of ^1 Govern- 
ment programs, this is one program that has achieved dual goals. 
In California, we passed a resolution at the AgriculturcU Board of 
Directors opposing cashing out or going to CLOC simply because of 
the market impact. 

The timeliness of announcements at the Department of Agricul- 
ture is critical if we are going to keep prices firmed up, and it is a 
great deal for the school systems because, for example, we always 
bid at cost. We build no margin, no profit, no overhead into our 
bids to the Department of Agriculture because our objective is to 
draw down that supply and to try to achieve equilibrium once 
agsdn. 

Mr. Panetta. With all due respect to all the other commodities 
that are out there, the fact is that this is the one area where you 
have the opportunity to assist in the marketing of a lot of fresh 
fruits and vegetables, and this is about the only program that I 
think has a direct impact on that. It really does apply across the 
board in terms of agricultural products. 

Mr. Olin. 
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Mr. OuN. Thank you, Mr. Chairman. 

I don't have any questions, but I just want to make note it is a 
pleasure to have Mr. Martz here. Some of my deiirymen market 
their products through his association. It is good to see Mr. Walts 
and, to Mr. Peanut at the end, Mr. Griggs, you really made me 
hungry when you gave your talk. I don t know how many years 
when I was going to school — it must have been around 8 or 10 — I 
had two peemut butter and jelly sandwiches every noon, and 1 still 
love them. 

Thank you very much. 

Mr. Griggs. Thank you. 

Mr. Panetta. I think my kids would say amen to that. 

Well, again, thank you all. As I said, I think this has been a very 
interesting hearing in the sense that there is a great consensus 
that we need to sharpen up the commodity distribution program 
and these steps need to be taken. I think we can work our way 
trough some of the proposals and amendments. I appreciate the 
concerns. If there are any other concerns that you have regarding 
amendments, please alert our staff. 

My hope is that once we have gone through the testimony eind 
the various recommendations, we can sit down and work out this 
proposal so we can mark it up within the next few weeks and try 
to move it to the floor as quickly as possible. 

I want to themk you and all of those who have testified today. I 
win leave the record open for all comments for approximately a 
week so that any additional testimony that individuals wish to 
submit can be included. 

I see my colleague from California is here. I don't know whether 
the gentleman has any questions to ask our panel or not, but I will 
give you that opportunity, Wally, if you would like. 

Mr. Herger. Thank you very much, Mr. Chairman. It is good to 
be with a group that has a good program so many of us have been 
supporting. 

Mr. Douglas, I have a quick question for you. Do you have an ap- 
proximate idea of the volume of nutritious U.S. grown, fruit that 
we have moved into the program, and do you have any idea ap- 
proximately of what that has meant to our industry in terms of 
prices our producers have been able to maintain. 

Mr. Douglas. I can give you a very specific example. Congress- 
man, with the fig industry. "Two years ago, the fig industry, because 
of Turkish imports, was on the verge of collapse. We had a 2-year 
supply of fig paste. The Department of Agriculture, recc«nizing the 
fact that this was a very small industry and could not afford to file 
a 301 GATT case, caiae in and purchased fig paste and figs in the 
form of nuggets. "That, Congressman, saved the fig industry. 

It is a very small industry. We have only 90 producers in the 
Fresno area. That purchase by USDA allowed the fig industry to 
get back up on its feet and saved the industry and saved 90 farm 
families. 

We have moved prunes, figs, walnuts, raisins into the progrsun 
over time. I cannot give you exact numbers. I can provide that to 
you if you would like it, but it has b^n in the millions of dollars 
and it has been of great benefit at a time when it was needed. 
Mr. Merger. Thank you. 
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Mr. Panetta. Mr. Emereon, do you have siny questions? 

Mr. Emerson. No, thank you. 

Mr. Panetta. Again, thank you all for your testimony. 1 
record will remain open, and we hope to move this legislation ex 
ditiously. 

[Whereupon, at 3:23 p.m., the subcommittee recessed, to reo 
vene subject to the call of the Chair.] 

[Material submitted for inclusion in the record follows:] 
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United Fresh FmK and 
VegetoWe Association 



K.R. liba 

Tha CoBodity DlBtclbuclon Rafon Act of 1987 



CoiuuBcr Rclatloni sihI Hucr 
ConaitCH on AgrlculCun 



MBi-i. Subalttad By: 
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Tha Dnltad Fisata FruiC and V«|*cabla Asaoctaelon (Unltad) la plaaaad to 
taka Ehla opporcunlcy to taatlfy In auppoit of H.R. 1340, tha ComodLty 
Diatrlbuclon Rafora Act of 19B7 , 

Unitad la tha national tiada aaaociaclon for tha fraah produca 
industry. Tha 2,S00 sanbar coapanlaa Includa growara/ahlppera , 
brokaia, nholaaalara, ratallara and afflliacad Induatrlaa. Ovar 80 
pareant of tha fraah produca coanerclally aold In cha Unttad Stataa la 
handled by Unltad Baobara. 

The comnodlty donation prograB waa initiatad aa a reault of the 
Agricultural Adjuacaanc Act of 1949. The baala of cha prograa la to 
ucillia coBnditlaa uhlch are resovad froB tha aarkatplaca Co atablliza 
prtcaa. Tha coawdltiaa ara donated Co tha National School Lunch 
Prograa. Suomar Food Service Prograa, Child Cara Food Program, 
Teaporary Eoergency Food Assistance ProgrsM, and other laporcanc 
nutrition feeding programs . Fresh produce co^ndlties donated under 
Che program include: baking poCatoea, uhlte potatoes, applaa, d'anjou 
and bosc pears, walnuts, and almonds. 

There has been a steady Increase In USDA donated fresh produce -- 
FV 1984: $4,758 million {13.163 million lbs); FY 19SS: $7.0(3 million 
(16.782 million lbs.): and FY 1986: $7,856 million (25.052 million 
lbs.). Although these amounts may not be large in proportion to cha 
entire coomodity distribution program, they are Imporcanc to tha 
producer! of thoae cosaoditlas ensuring a reasonable price on the open 
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Scablllzaclon oC markat prlcaa l> vital to suacaln Incoaes for Earners. 
On* of tha aajor beneflca to the ftash produce tnduacry of govamiMnt 
purchaaae of exceaa conaodlttaa is the tining and location of the 
raBOvals. Because of the patishable nature and the supply /danand 
aconony of theae producca, It ia vital to tha atability of prices to 
TalBva produce at apeciflc tlaea of the harvest aeaaon and in 
geoB^aphlcally aenaitlve areas. 

Part of tha debate uhtch has surrounded the efficacy of the current 
co^Mdity distribution ptogran focused on tha utilization of 
co^Mditiea by the schools. As a result, a pilot project was conducted 
beginning in 19B1 to asaalne the poaaibllity of using either a 
coBKdIty letter of credit (CLOC) or Cash in lieu of comodity (CASH) 
to replace the actual dlsCributlon of comaodittes. A member of the 
United staff served as an advisor on that project. 

Although the report concludes that CLOC, CASH and the coanodlty 
donation could equally serve the producers and end user, IE fella to 
take into account a major facet of growing and harvesting of fresh 
fruits and vegetablea. The report doe* not account for Che importance 
of removing fresh produce from the market in ■ perticulsr geographical 
region or at a apeclfic period of time. The geographical and 
timeliness of the reaoval is the greatest factor in stabilizing narket 
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Neithar CLOC nor CASH can ragulata raaoval* of co^wdlty by irtwre the 
produca ta grown or tha tlaing of tha raBoval. Foi thta reaaon, Untcad 
atrongly oppoaaa any affoita to Inatltuta tha ClOC or CASH prograaa. 



UnlCad taalliea, howavar, that thara are vaaknasaaa In 
coBWdtcj donation prograa. H.R. 13A0 vould correct tosa of those 
Inafftc lane lea by providing food that Bore adequately saats tha neada 
of tha schools In quality, package sizes, fora, nutrition, and 
distribution. United hopes that these InprovaBants vould strengthen 
the currant prograa and avoid atteaptB to expand or continue tha CLOC 
and CASK pilot projacta. 

United congratulates this coi^Ittea on tsking such proapt sction on 
this laportsnt prograa, and urges tha eanmlttsa Co report favorably 
H.R. 1340. 

United Hould be pleased to respond to any quaatlona. 
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Mlly, Unlfd l3 strongly op 
uld *llo- i.clplint igancl.. 

■ctuntof ch. UgliLtlon. 

madlty <ll.trlbi.tlon pEDglu 

• r«cLp£«nt flg*ncL*B will bi^ U.S. pro* 
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The Hono cable Leon Pan* tea 
March 20. 19B7 



Also ai oancloned Ln Unltad'a aacllac coananti, CLOC falla Co tbbov 
excess coaaodltl** at Cha particular tlm and location naadad. Foi 
Che fruit, vegetable and nut Industry, the only aechaiilsB to raaova 
excesi coDBOdltles and atabillte prleaa la the current conmodlty 
distribution progran. 

Thank you for alloHlng United to provide extended comaenta on H.R. 
1340. United fully aupporta your efforts to addreaa thla Issue 
quickly keeping in Bind the dual purposes of the prograo. 



GWl^OVI ii"^^ 
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IFIS^© 



March 17, 1987 



The Honocable Leon Panetta, Chairman 
House Age i culture Subconiglttee on 
□oneetlc Karketinq, Consumer Relations 

and Nutrition 
1301 Uingvorth House Office Building 
Washington, D.C. 20515 

Dear Chairaan Panatta; 

He at FRAC would like to connend you and your colleagues for 
introducing HR1140, the Agriculture Commodity Distribution Act of 
19B7. This legislation seeks to improve the conmodlty 

ition program by making it more efficient and responsive 

':he consumers and the producers it serves. Me support 
id urge Its passage. 

: the years, U.S. Department of Agriculture connodities 



_ rincipa] 

early 1930'8 federally donated commc 
lunch programs in coiuaunlties devast 
These commodities vere used to prepi 
Horks Progress Administration. In ] 
Act was enacted with the following t 



ght against hunger. In the 
';ies vere given to school 
id by the Great Depression, 
meals by employees of the 
i the National School Lunch 
itsmsnt of purpose: 



3 the policy of Congre 

rd the health 
and well-being of the nation's children and 
to encourage the domeet ic consumption of 
nutritious agriculture coimnodlties and othey 
food " to establish, maintain, operate and 
expand nonprofit school lunch programs" 

Today, several nutrition programs have commoditiss as an 
integral component. Free and reduced-price school lunches ace 
prepared for needy students with USDA commodities. The Native 
American Food Distribution Program, the Temporary Emergency Food 
Assistance Program [TEFAP) , the Elderly Nutrition Program, the 
commodity Supplemental Food Program (CSFP) and tho Child Care 
Food Program all use these commodities to alleviate poverty and 
hunger for America's vulnerable populations. Our concern Is that 
the USDA commodity Distribution Program is badly in need of 
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ratora. Many groups baliava thara la a naad to improva t)l« 
quality of availabla coaaoditlaa and to mhi:% thaa availabla to 
racipiant aganciea in uaobla aiiaa. Mora rallahla dallvary 
■chadulaa mat ba devslopad ao that achoola and othar racipiant 
aganclaa do not hava Bxcassiva atoraqa chargaa. Also thera is a 
naad to inprova progran adnlnistration of food prograp* ao that 
raciplanta throughout tha country have an aqual opportunity to 
recelva thaaa conaodltiaa. 

Mr. chairman, our concern la that if tha Comodity 
Distribution PrograH la not iHprovad froa tiae to tiae to raflact 
tha neads of raclplent aganclaa, than aupport for tha ovarall 
coBDodity diatributlon progras will datarlorata. If tha 
CoBModity Diatributlon Prograa war a phaaad out for lack of 
aupport, it would ba difficult to continue tha Infraatructura 
currently necaaaitatad by tha school lunch coraodity distribution 
proqran. If tha infrastructure collapses, Its difficult to 
•nvision the succsasful continuation of the saaller prograaa 
vhich rely totally on conmodlties, such as TEFAP, tha Native 
American Food Distrlbi:tion and CSFP. KR1340 is a step In tha 
right direction. It is ceaponslvs to the nsada of agricultural 
producers and recipients agancles and therefore has our strong 
aupport . 



Sincerely, 
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THE NATIONAL GRANGE 




SUBMITTED TO THE 
SUBCOMKITTEE ON DOMESTIC MARKETING, 



HOUSE AGRICULTUHE 



?amilif yarm Oi^MizatioH Seromg Kurat America 



THE NATIONAL GRANGE, 1616 H STREET, N.W. WASHINGTON, D.C. 20006 



ovGoo'^lc 



,onal Grans* fs plesaed 



Iquartared Id 



a find « 



Mr. Chalnan, Brabers of Che SubeoaBittM. Ch* Haclo 
to lubBlt our thoughts on the current cooaodlty dlatrlb 
ways to iBprove that prograa. The National Grange, hea 
Washington, D.C., was founded In 1867 and. today, represents appcoxlsatcly 
400.000 MRibcrs In 41 states. Our cooceme with the 

The original purpose of Che cosaodlty distribution p 

producer and stabilize prices. Tha govermiant 

for the product, causing the pcogran to be a "push" type of progran. Today, 

we are looking at legislation that ulll nake It aore of a "push-pull" 

relationship. 

In the past couple of yeare, a few Besbers of Congress have Investigated 
a neu progran called the Commodity Letter of Credit (CLOC) Co replace the 
current program. Ue have In the past been opposed to the CLOC and continue 
to be apposed to it today. Houever, we do realize there Is a need to 
recognize the concerns of the end user, creating a progran that not only 
benefits agriculture, but Is responsive to the needs of the custoaer as 
well. 

The major problea chat the Grange sees with CLOC ia ita lack of spec- 
Iftclcy; the requlresents for purchase are too broad. Allow us to shsr* 
a feu eianples. 



1) If there la a narket bunching problem with pesches In the South- 
east and Hld-Atlantlc states during harvest In June and July. 
the current program would alloH the Department to buy 30 or 40 
loads of peaches to solve the time specific and product specific 
problem. The CLOC program would allow a school district to buy 
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canned cling peaches later In Che fall. This purchase 2 or 3 
alOnChs later do«s not help the correct narket nor does It 
happen at the right time. 
2) If the egg laying Industry has a problea selling spent hens, 
the USDA can buy spent hens under the current progrsB. If the 

3> In the situation of s year round product such as beef, the 

beef packer/procesBor sells as nuch product as demanded by hla 
customer. Then to scablUie the price to the beeC industry, 
the govenuient buys the packer/proeesaor's excess cspaetty. This 
time specific, conmodlcy specific, location specific purchase 

A) Further, the CLOC cannot monitor imporc usage. The current pro- 
gram must buy doaestlcally produced comiodlCleB so that domestic 
producers receive tha benefit of Section 32 surplus funds. Under 
the CLOC program, a school district Bay buy Campbells soup vhtch 
contains Mexican tomatoes or Spanish tmato paste, while the 

tomato soup and tomato paste purchased for distribution. 

The Deparcnent has recognized there Is a problem with the current progr 
nd Is moving forward on corrections. In fsct. Secretary Lyng has made a 
onmltmenc to US* his newly appointed Blue Ribbon Coomittee to Improve the 
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Even vlth this coonlCdOnt, homv«r, m believe that H.R. 13^0 Is aecea- 
B»ry to continue Departmental efficiency and tu provide authority where Che 
Departoicnt la currently lacking auch luthnrlty. The problen ts there ara 

no authority over the other. The performance standarda of the legislation 
Hill help. 

Particularly, ue believe the packaging size portion of the bill is 
Inportant. The easier the product Is to handle and the sore useful the 
product Is, the nore Hilling the consunier will be to use the product. The 
other inportant part of the tallt Is the delivery time specif IcatlonB. It 
IB vital for scheduling that the end user know uhen the product will be 
delivered. Therefore, ue highly reconaend the use of the "delivery period" 
inatead of the "shipping period". The delivery period is Bore convenient 

uae of trains. In fact, the Department has Indicated they are naklng this 



3ther 



n this 



e expert 






1 the e£- 



le USDA for assistance in state operations. 
: areas, the Department could provide operational asBl 
I improve their syatem rather than sleply vritlng rule 
Ithout the ability of hands-on- teaching. This could b 
Lclency training McDonalds providea for each fraiichlse. 

Mr. Chaiman, ue nuBt maintain the current progran for comndlty distrl- 
jtlon BO that the program neets the original goal of agricultural aaaistsnca. 
t the same time, hovever, we Bust be sure the tight product gets Co the Tight 
lace at the right time In Che right condition and a 
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